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WORLD NEWS 

Brussels braced 
for wave of 
opposition to 
single currency 

Hie European Commission 
admitted it was braced for a ; - 

wave of public opposition to 
economic and monetary union- in 
the run-up to the launch of 
Europe's single currency on Jan- 
uary 1 1999. Page 14; Lea, Page 
14; Beam unites against Emu 
doubters, Page 3; Editorial Com- 
ment, Page 13 

Shevardnadze murder bid • 

Georgian President Eduard Shev- 
ardnadze survived an assassln a- 
Con attempt, his press service 
said. The spokesman said many ~ 
were wounded in an explosion. 

Mato expan si on move •• 

The Clinton administration wQl 
tomorrow present to the Senate 
the legal instruments needed to 
expand Nato and incorporate •• 
three of its former communist - 
adversaries - Poland, the Czech 
Republic and. Hungary, Page 6 : 

ItaBain railway staidtio-tip 

Italian transport minister 
Claudio Burlando hinted at a ■ 
shake-up of the state railway sys- 
tem's management in response to 
a bribery scandal, a drivers' 
strike and growing public con- . 
cern about safety. Page 2 - 

Indian nudoar pledget 

LX Advani, president of the 
Hindu nationalist Bharatiya Jan- 
ata party contesting this month's 
general election, said it would 
"move towards” building up the 
country’s nuclear deterrent 
Page 4 

Asean plea to Tokyo 

Malaysia has sent its finance 
minister to Japan to petition 
Tokyo to play a stronger role in 
leafing tbe region out of finan- 
cial turmoil Page 4 

Corsican leader mourned 

One minute's silence was 
observed throughout France as 
President Jacques Chirac led tbe 
nation in paying homage to 
Claude Erignac. the prefect of 
Corsica, who was assassinated '■ ■„ 
last week. Page 2 

VMnam reform call 

Divisions inside Vietnam’s com- • 
munist leadership burstinto the 
open with warnings from three 
party members that Hanoi must 
adopt “rkdical political reforms* 
or face collapse. Page 14 

Tokyo bank raidod 

Prosecutors raided the headquar- 
ters of the Industrial Bank of 
Japaa one of the country's 
financial institutions, and 
arrested a former executive in a 
widening bribery scandaL 
Page 14 

Cfinton pica on ponton* 

President Bill CEntcm urged Con- 
gress to make saving social seen- - 
rity, the state pension system, 

“the driving principle of this 
year's work". Page 6 

Turkey's final ffing 

Turkish gamblers in their thou- 
sands are packing the country's 
79 casinos for one last fling 
before gambling becomes illegal 
at the stroke of midnight tomor- 
row. Page 2 

Early Quebec poll fflnrfy 

Lucien Bouchard. Quebec's sepa- 
ratist premier, told members of 
his Parti Quebecois to be ready 
for an early election. Page 6 

Antarctic record; Belgians 
Alain Hubert and Dixie Danser- 
coer are today expected to com- 
plete tbe longest unassisted 
crossing of Antarctica on foot 
Last night they were eight miles 
from McMurdo and Scott bases, 
after 99 days and 2,375 miles. 

Cricket: Carl Hooper hit 94 not 
out to cany West Indies to their 
target of 282 and a three-wicket 
victory over England in the sec- 
ond test in Trinidad. 
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BUSINESS NEWS 


Dutch retailer 
in $840m offer 
to combine top 
store chains 

Vendax, the Dutch retailer, 
yesterday launched a friendly 
FI 1.7bn ($840m) takeover bid for 
rival K opfaMfl ke Bijenkorf 
Beheer which would bring the 
country's main department store 
chains - Vroom & Dreesman, De 
Bijenkorf andHema - under sic- 
gle ownership. Page 15 

ICN Pharmaceuticals has 

appointed Andrei Kozyrev, for- : ■ 
mer Russian foreign minister, to 
its board. The California-based / 
drugs group is led by Milan 
Panic, who served briefly as • 
prime minister of former Yugo- . 
slavia. Page 9 

Endesa, Spain’s main power 
group, and Banco Central His- 
pano reached agreement to 
develop jointly a series of ven- - 
hires in the telecommunications 
and energy sectors. Page 20 ■ 

Scfiertng, the German 
phariimoefiticals group; " 
announced a 23 per cent jump in 
net profits for 1997 to DM446m 
($24&7ki). Page 20 . 

Czech Republic defence and 
industry ministries are divided 
over the planned purchase by ' 
Boeing, the US aerospace cm&r 
pany.ofa stake In Aero Vodo-. ■' 
chody, the state military aircraft 
maker. Page 2 

Britain's mh-irmnm wage, to 

.begin with; should be set cau- 
tiously at a rate of £3 ($5) to £3.50 
an hour, according to a study by 
economists at the International 
Monetary Fund. The view is in 
line with that of the UK treasury. 
Page 8 . _ 

Salomon Smith Barney, 

investment banking arm of the 
Travelers financial group of the 
US, is to purchase National West- 
minster's Australian and New 
Zealand braking and investraent 
baidangbusiness for AS130m 
(US*87m).:Page 16 

Pundmanagarstwveturaed 

nmtebulhsh abc^ the outlook '•* 
lor the Asia Pacific, according to 
a siavey of 282 institutional . 
investors showing buyers of 
Asian equities outnumbering sell- 
ers by 10 per cent - the highest 
level since Summer. Page 15 

mac, the Japanese steelmaker, is 
to acquire a majority stake in 
: Toa Steel, a smaller producer, in 
an attempt to help it out of finan- 
cial difficulties . Page 16 

CHm Tatocom, business arm of 
China’s telecommunications min- 
istry, tightened Its grip on Hong- 
kong Telecom, saying it would 
pay HKl22J35bn (VS$J.66bn) for a 
further 7.6 per cent stake in the 
territory’s dominant operator. It 
takes the holding to 18 per cent 
Page 16. 

Gananri Motors plans to pour 
another $4hn into buying back its 
stock. The move would leave the 
US carmaker with 20 per cent . 
fewer shares than it had when it 
embarked on the strategy last . 
year. Page 16 

Vietnam plans to launch an 1 
experimental stock exchange at 
tbe end of the year, with foreign' 
brokerages allowed to participate 
in Joint ventures with local com- 
panies. Page 15 

UK maeMna tool output has . 
risen 98 per cent in five years, 
the fastest growth rate in the 
Group of Seven industrialised 
nations, acco r ding to a USreport 


ivovy Coast signed a letter of - 
intent with the International 
Monetary Fund for a three-year 
economic reform programme 
hacked by a $385m fadlity that 
could open the way to fresh 
World Bank loans of up togSOQm, 
conditional cm reforms. Page 5 
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France and Russia ‘in security council move’ to avert air strikes 


Iraqi envoys 
seek anti-US 
support from 





v ^S, 
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By Mark Huband in Cairo, 

Laura Sffber In New York 
and George Parker in London 

Iraq yesterday launched a 
concerted effort to break out of 
its diplomatic isolation, dispatch- 
ing envoys to Arab capitals to 
rally support against US threats 
of military action. 

At the same time, Arab offi- 
cials said diplomatic initiatives 
were yielding results, and joint 
proposals by France, Russia and 
the Arab League to avert the 
threat of US and British air 
strikes would be presented to the 
United Nations Security Council. 

Mohammed Saeed al-Sahaf, the 
Iraqi foreign minister, visited 
Syria yesterday and was due in 
Egypt today. Mohammed Hamza 
al-Zubeidi, an Iraqi deputy prime 
minister, arrived in Morocco on 
Sunday and planned to travel to 
Algeria and Tunisia, armed with 
letters from Saddam Hussein, the 
Iraqi president. Iraq wants to 
reassure Arab leaders it will not 
ignore their demands for sus- 


pected weapon sites to be opened 
to UN inspectors. 

Key US allies in the region, 
including Saudi Arabia. Egypt 
and Jordan, have publicly voiced 
resistance to plans for air strikes 
against Iraq. 

Foreign ministers from the 
Gulf Co-operation Council - 
grouping Saudi Arabia, Kuwait, 
Bahrain, Qatar, Oman and the 
United Arab Emirates - are due 
to hold an extraordinary meeting 
this week on the Iraqi crisis, 
according to the Oman News 
Agency. 

The meeting will follow a Gulf 
tour by William Cohen. US 
defence secretary, who has been 
briefing leaders on US plans for a 
possible strike against Iraq. 

The US and UK are demanding 
that Baghdad allow United 
Nations weapons Inspectors 
unconditional access to suspected 
weapons sites. Madeleine 
Albright, US secretary of state, 
warned again yesterday the US 
had the responsibility, means 
and authority for a substantial 



Palestinians in a pro- Iraq protest yesterday. Thousands urged Saddam Hussein to bomb Israel 


military strike against Iraq if no 
diplomatic solution was found. 
But she ruled out a military 
invasion of Iraq involving large 
numbers of ground troops. 

Esmat Abdel Meguid, sec- 
retary-general of the Arab 
League, said in Cairo that 
France. Russia and the Arab 
League were drawing up a draft 
UN motion aimed at securing 
access to 68 sites where material 
for Iraq's weapons of mass 
destruction may be located. 

Eight of the sites are presiden- 
tial compounds that would be 
inspected by a special committee 


whose vice-chairman would be 
Richard Butler, chief weapons 
inspector for the United Nations 
Special Commission (Unscom). 
The committee’s chairman would 
be appointed by Kofi Annan, UN 
secretary -general. The remaining 
60 sites would be opened to the 
existing Unscom team of inspec- 
tors. 

But western diplomats at the 
UN dismissed the plan as un- 
acceptable. UN disarmament offi- 
cials said they had not been offi- 
cially informed of the proposal 
but suggested it seemed to have 
arbitrarily chosen tbe number of 


sites and did not meet UN 
demands of “unconditional and 
immediate” access to suspected 
weapons sites. 

Meanwhile the UK yesterday 
claimed Iraq had possessed a 
nerve gas, Agent 15, since the 
1980s - raising the possibility of 
its use in the Gulf War. 

The first group of eight British 
ground-attack Tornado jets 
arrived in Kuwait yesterday as 
part of the US and UK military 
build-up in the Gulf. 

US in old dilemma, Page 5 
Editorial Comment Page 13 


MetaUgeseUschaft 
ponders PM500m 
shares buy-back 


By Graham Bowley 
in Frankfurt 

MetaUgeseUschaft of Germany is 
preparing to become one of the 
first German companies to buy 
back its own shares when legal 
changes make this possible. 

Tbe industrial and trading 
group said yesterday it was 
studying plans to buy back up to 
a 10th of its shares - worth 
DM5Q0m (5280m) at yesterday's 
share price - once legislation 
took effect in the summer. 

German companies have been 
barred from buying back their 
shares to prevent them manipu- 
lating their share price. They 
have pressed for the rules to be 
more flexible, complaining they 
are out-of-date and put them at a 
disadvantage to foreign rivals. 

The move by MetaUgeseUschaft 
could make it the first to exploit 
reforms being pushed through by 
the federal government to mod- 
ernise and open up the nation's 
capital markets. 

Companies such as Adidas, the 
sportswear business, and SGL 
Carbon, the carbon and graphite 
products group, have also said 
they would consider buying back 
some of their shares. 

BASF, the chemicals and phar- 
maceuticals group, has said it 
would look at the possibility of 
buying back shares but. only 
when the details of the new legis- 
lation were clear. 

The reforms are part of the 
government's plans to align Ger- 
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many's capital markets with 
international developments to 
make them more effective and to 
create jobs. 

“German companies will get 
the same flexibility as others 
internationally." said Barbara 
Haas, head of German equity 
research at Salomon Brothers in 
Frankfort. 

Kajo Neukirchen, MetaUgeseU- 
schaft chief executive, said the 
shares could be used to finance 
new acquisitions through share- 
swap deals. 

“We want to strengthen our 
business, especially chemical and 
plant engineering. But for the 
time being we have no particular 
targets,” he said. 

Mr Neukirchen said Metall- 
geseUschaft, which is restructur- 
ing after nearly collapsing in 1993 
following losses on US oil 
futures, would pay its first div- 
idend for five years this year. 

Pre-tax profits rose 13 per cent 
to DM32SAm last year, with sales 
15 per cent up at DM18-2bn. 

MetaUgeseUschaft also plans a 
share-ownership programme for 
its German employees. 

The company was rescued in a 
bail-out that cost shareholders 
and creditors more than DM3bn. 
Its main shareholders are Deut- 
sche Bank, Dresdner Bank and 
tbe Kuwait government Allianz 
and Daimler-Benz bold stakes. 

Plans to buy back shares will 
be put to shareholders on April 2. 


Goodyear aims to double in size 


By John Griffiths in New York 

Goodyear Tire and Rubber of the 
US yesterday unveiled an ambi- 
tious five-year plan to almost 
double Its size and establish 
clear leadership of the global 
tyre industry, ahead of Groupe 
Mich el in of France and Bridge- 
stone of Japan. 

In a move certain to send 
shock waves through the indus- 
try. the company said it had 
developed radical new prod ac- 
tion technology destined to 
transform the economics of 
Goodyear’s tyre manufacturing. 

Also implicit in Goodyear's 
growth plan was merger with - 
or the acquisition of - another 
large industry group, almost cer- 
tainly Sumitomo Rubber Indus- 


tries, the world's fifth largest 
tyre maker, with which Good- 
year has a commercial relation- 
ship. 

Samir Gibara, chairman and 
chief executive, preparing to 
announce a further increase in 
Goodyear's sales and profits, 
would neither confirm nor deny 
that a merger with Sumitomo 
was in prospect. But he added; 
“We must see how the relation- 
ship develops. We both want to 
make sure we are doing the right 
things." 

Goodyear, with turnover of 
S13bn, vies with Bridgestone and 
Micbelin for world market lead- 
ersbip. 

Mr Gibara set out a number of 
ways in which Goodyear expects 
to grow organically over tbe 


next five years. But the projected 
S7bn-S10bn turnover growth was 
being viewed by analysts as una- 
chievable without Sumitomo's 
S4bn of sales. 

Goodyear claimed the new pro- 
duction technology, called 
IMPACT, would improve produc- 
tivity by 135 per cent, reduce 
cycle times by 70 per cent, halve 
inventory levels and redace 
direct labour input by 35 per 
cent. 

One of its most radical aspects 
is tbe ending of the mannally- 
in tensive task of building up a 
tyre by winding and splicing 
material strips. The materials 
are instead pre-moulded. 
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Prefect’s murder was a "blow at the state’s authority and the integrity of France , says Chirac news DIGEST 


Mafia link in Corsica killing 


By Robert Graham in Paris 

One minute's silence was 
observed throughout France 
yesterday as President Jac- 
ques Chirac led the nation in 
paying homage to a senior 
government representative 
who was assassinated last 
week on the troubled island 
of Corsica. 

The ceremony in Ajaccio, 
the Corsican capital, was 
attended by leaders from 
France's main political par- 
ties in an unprecedented 
co mm on front against the 
killing of Claude Erignac, 
which has shocked public 
opinion. 


Rome 
hints at 
railway 
shake-up 

By Paul Betts in Milan 


A bribery scandal, a train 
drivers' strike and growing 
public concern about safety 
are bringing to a head the 
prolonged crisis in Italy's 
state railways, the FS. 

Claudio Burlando, trans- 
port minis ter, suggested yes- 
terday he was considering a 
shake-up in the top manage- 
ment of the company, which 
lost about L5,000bn (S2.Sbn) 
last year. Although he 
insisted the current FS lead- 
ership had no connection to 
the bribes scandal, he said 
the time bad probably come 
to renew the management. 

The government's anxiety 
grew last weekend after the 
decision of magistrates in 
Perugia to arrest a number 
of magistrates and lawyers 
accused of taking bribes in 
connection with the new 
high-speed network. 

The magistrates also 
ordered the house arrest of 
Lorenzo Necci, the former 
FS chief executive. Mr Necci. 
who has denied the charges, 
was accused of being 
involved In the bribes scan- 
dal two years ago by magis- 
trates in La Spezia. He was 
arrested and later released. 

The L30,000bn programme, 
launched in 1991. to modern- 
ise the railway system is at 
the heart of Italy's efforts to 
improve its ageing transport 
infrastructures. 

The Perugia magistrates’ 
initiative has not only cast a 
shadow over the programme 
but rekindled the fierce 
debate over the Ram bo-style 
tactics of some investigating 
magistrates against defen- 
dants and their lawyers. Mr 
Need’s lawyers yesterday 
resigned in protest at what 
they claimed were “persecu- 
tion tactics”. 

The government’s embar- 
rassment increased yester- 
day with the disclosure that 
Giancarlo Cimoli, the cur- 
rent FS chief executive, had 
been placed under investiga- 
tion over alleged tax irregu- 
larities in the company's 
1996 balance sheet. 

The FS is attempting to 
introduce significant 
changes and restructurings 
to reduce its losses and 
Improve the network's effi- 
ciency. Although the man- 
agement finally secured the 
approval of most railway 
unions for a new labour deal 
last week, the contract was 
rejected by the train drivers, 
who have staged a series of 
disruptive strikes. 

In recent weeks there have 
also been a number of train 
accidents that have revived 
concern over the safety of 
the network, and fueled 
union arguments that 
restructuring and cost 
savings are being Introduced 
at the risk of safety. 
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For the first time since 
nationalist troubles began 
on the island in 19*15, Corsi- 
cans turned out in large 
numbers to join in paying 
their respects. As a prefect, 
Mr Erignac was a symbol of 
the French state’s often 
unpopular presence on the 
island. 

In a brief but tough 
speech, Mr Chirac said the 
targeting of the prefect by as 
yet unkno wn assassins was 
deliberate. "Claude Erignac 
represented the authority of 
the state and the integrity of 
France, which certain people 
sought to attack and under- 
mine.” He also alluded to the 


grip of the mafia on the 
island, confirming a likely 
link between dissident Corsi- 
can nationalists and the 
interests of organised crime. 

Citing information from 
police investigators, Le 
Monde said yesterday that 
Erignac had created enemies 
during his two-year term by 
advising against the sale of 
military land around the cit- 
adel of Bonifacio, and by ref- 
using an increase in the slot 
machines at Ajaccio casino. 
In both instances, a connec- 
tion with the Italian mafia 
was detected. 

Police yesterday rounded 
up about 10 people under- 


stood to be linked to a splin- 
ter group behind the ambush 
of two gendarmes last 
autumn. One of the gen- 
darmes' stolen Beretta 9mm 
pistols was found near the 
scene of Friday's murder. 

A local newspaper 
received an anonymous com- 
munique yesterday claiming 
responsibility for the killing. 
It mentioned the serial num- 
ber of tbe Beretta used. 
Investigators said the lan- 
guage was similar to earlier 
communiques, including one 
claiming responsibility for a 
dynamite attack last autumn 
on the new premises In 
Strasbourg of Ena, tbe elite 


civil service college. 

All the political parties 
voiced determination yester- 
day to press ahead with 
regional elections due in 
March despite the tensions 
produced by the kiinng - 

But by paying such promi- 
nent homage to the assassi- 
nated prefect, the opposition 
rightwing parties which con- 
trol the island's politics will 
have to find common ground 
with the Socialist-led govern- 
ment on how to tackle Corsi- 
ca's problems of under-devel- 
opment and lawlessness. 

The island receives more 
assistance a head from the 
state than any region, but 



with less accountability and 
little effective central gov- 
ernment controL Yesterday 
was the first rime Mr Chirac 
had visited Corsica as head 
of state. 


President needs to watch his step 

Poland’s leader must move cautiously to evade attacks from his opponents 


P oland's ex-communist 
president. Aleksander 
Kwasniewski, Is fast 
learning how to walk on egg- 
shells. 

He started acquiring the 
skill last aut umn , when a 
coalition led by Solidarity, 
the co mmunis ts' historical 
rivals, swept into govern- 
ment. But he received his 
hardest lesson so far last 
week, when the right-wing 
media rained criticism on 
him for allowing a picture of 
his smiling face to appear in 
a newspaper advertisement 
placed by a Polish furniture 
exporter. 

Mr Kwasniewski quickly 
withdrew the picture, which 
appeared next to the caption: 
“The president should be 
pleased.” The intention 
behind the ad was to under- 
line the president's support 
for Polish exporters not ching 
up successes in difficult mar- 
kets like Asia. 

Likewise Mr Kwasniewski, 
a passionate sports fan, con- 
tends that it is his duty to 
back sport as an activity 
which sharpens Poles’ com- 
petitive business instincts. 
Hence he was happy this 
week to fly to Japan for the 
Winter Olympics at Nagano 
to wave the flag for his 
countrymen. 

Solidarity Electoral 
Action, the senior partner in 
the government coalition, is 
not amused. Its leader. Mar- 


ian KrzaklewskL is planning 
to stand against Mr Kwas- 
niewski In presidential elec- 
tions in 2000. and the move- 
ment’s anti-communist 
stance is implacably hostile 
to everything symbolised by 
the president's past. 

That makes “cohabitation” 
between a left-of-centre pres- 
ident and a right-of-centre 
government problematical. 
But a senior aide to Mr 
Kwasniewski said that he 
was determined not to be 
marginalised. 

“President Kwasniewski 
wants to be able to influence 
key decisions.” said Danuta 
Hubner, his recently 
appointed chief minis ter. Mr 
Kwasniewski would not 
allow himself to be pushed 
into a former communist 
ghetto, she added. “He genu- 
inely wants to represent the 
interests of all Poles.” 

Indeed. Mr Kwasniewski 
needs to maintain a broader 
constituency than that rep- 
resented by the 20-30 per 
cent former co mmunis t elec- 
torate if he is to win a sec- 
ond term in the next elec- 
tion. 

That implies the difficult 
task of shedding enough of 
his past image to win new 
voters, without losing the 
support of the communist 
old guard. 

Even though Poland’s new 
constitution has seen a shift 
in executive power to the 


government. Mr Kwas- 
niewski retains one key 
weapon. He has a veto over 
all legislation except the 
annual budget. 

Presidential vetoes can, 
however, be overturned with 
the support of 60 per cent of 
the deputies in the Sejm, 
parliament’s lower house. 
The government coalition 
controls just under 60 per 
cent of the seats there. 

Mr Kwasniewski has 
already shown that he can 
use these powers effectively 
just before the new year, 
when he blocked govern- 
ment plans to cut military 
pensions last December. 
However. Ms Hubner said: 
“The president won’t be 
using his veto powers indis- 
criminately.” 

The government's choices 
are Hniwad. it could look for 
an accommodation with the 
opposition Polish Peasant 
party, a populist party 
whose 27 votes would come 
in useful in overturning fur- 
ther vetoes. 

Alternatively, it may have 
to overcome its distaste for 
dealing with the president 
and test whether he is sin- 
cere when he says that he 
wants to “cohabit" construc- 
tively with the Solidarity 
government 
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Italians will curb asylum-seekers 

James Blitz and Edward Mortimer report on moves to appease EU critics 


I taly has come under hostile pres- 
sure from its European Union 
partners to tighten up its immi- 
gration laws amid fears that the 
country is a gateway for thousands 
of illegal immigrants to Europe. 

But over the next few weeks, the 
government hopes to put an end to 
those concerns once and for all. It is 
finalis in g a bill which will, for the 
first time, “make it possible to reject 
at once all those who have no reason 
for entering the country," in the 
words of Lamberto Dini. the foreign 
minister. 

Until now entrants have been 
given 15 days' grace in which to 
establish their right to remain, or 
apply for political asylum. By the 
end of those 15 days many have dis- 
appeared. either going to ground 
within Italy or crossing the frontier 
into another EU country. 

Many end up in Germany, a source 
of irritation which boiled over into a 
public row between tbe two coun- 
tries at the turn of the year, when 
more than 1.000 Kurds from Turkey 
and Iraq were allowed to land on tbe 
Italian coast. 

Germany is already host to 500,000 
Kurds, mainly Turkish citizens, and 
it fears that many more may arrive 
through Italy, especially after next 
month when all controls on Italy's 
land borders with France and Aus- 
tria are due to be lifted. 

Manfred Kanther. Germany's Inte- 
rior Minister, bad particularly sharp 
words to say about the alleged laxity* 


of Italian procedures - remarks 
which Mr Dini loftily dismisses as 
“the reflection of a person's charac- 
ter". 

Giorgio Napolitano, Mr Kan tiler's 
opposite number In Rome, admits 
that up to now Italy has bad rela- 
tively few asylum applications, 
because people either got jobs in 
Italy's extensive black economy or 
“preferred to apply in other coun- 
tries”. Both he and Mr Dini suggest 


Dini. “But in. fact one or two hun- 
dred illegal immigrants enter Ger- 
many [from outside the EU] every 
day." 

Meanwhile, Mr Dini and Mr Napol- 
itano are keen to press on with har- 
monising EU immigration and asy- 
lum policies. At last year’s 
Amsterdam s ummit , partly owing to 
British objections, the EU gave Itself 
five years to decide on bringing 
these policies under community pro- 


The government’s new bill will ‘‘make it 
possible to reject at once all those who 
have no reason for entering the country’ 


that the main reason why so many 
go on to Germany is that Germany's 
asylum law is actually more liberal 
than Italy's, and this has allowed 
large Turkish and Kurdish commu- 
nities to build up there, which the 
new arrivals are anxious to Join. 

Moreover. Mr Napolitano points 
out. under the Dublin convention, 
which came into force on December 
1. refugees are supposed to seek asy- 
lum in the first EU country they 
reach and thus Germany now has 
the right to send back any asylum 
applicants who have passed through 
Italy on their way. 

“At times the German interior 
minister talks as if Germany’s own 
borders were impenetrable.” adds Mr 


cedures instead of leaving them to 
the cumbersome process of inter- 
governmental negotiation, which up 
to now has slowed down harmonisa- 
tion. 

But Mr Napolitano believes that 
“we can’t afford tbe luxury of going 
on for another five years with sepa- 
rate and even incompatible national 
policies in these fields". He agrees 
that Italy must take its fair share of 
asylum-seekers, and welcomes a pro- 
posal put forward by the European 
Commission, at- a recent meeting of 
EU interior ministers in Birming- 
ham, for sharing the burden of 
humanitarian action. 

This can be expected to run into.' 
opposition from countries like - the - 


Last throw for Turkey’s gamblers 


By John Barham in Ankara 

Turkish gamblers in their 
thousands are packing the 
country’s 79 casinos for one 
last fling before gambling 
becomes illegal at tbe stroke 
of midnight tomorrow night 

“We are working 24 hours 

a day. Everybody is gam- 
bling like a maniac." said 
Ye$im, manager at one of 
Istanbul's biggest casinos. 
“There were 9.000 people 
here on Saturday night. 
There was not enough room 
for everyone to play." 

Seda Yakut, public rela- 
tions manager at Ankara's 
Sheraton hotel, said anxious 
clients “are asking what 
they are going to do. how 
they are going to gamble. We 
will form groups and take 
them abroad for gambling 
weekends." 

Seda, an executive secre- 


tary and gambler, said: “1 
paid my last visit to tbe casi- 
nos on Friday night. In a 
way I am glad they are being 
closed, because 1 could not 
stop myself going there all 
the time.” 

As an afterthought, she 
added: “At least [Turkish 
northern] Cyprus is only an 
hour away, and they have 
not banned gambling there." 

Turkey’s constitutional 
court rejected an appeal last 
month by casino operators 
to throw out a law which 
parliament passed last 
August ordering casinos to 
close within six months. 

Turkey legalised gambling 
15 years ago as the govern- 
ment sought to boost the 
tourism industry- The casi- 
nos prospered, but they also 
attracted gangsters, crooked 
police chiefs and corrupt pol- 
iticians. The media began 


associating gambling with 
broken families, bankruptcy 
and suicide. 

The last straw carjp one 
night in July 1996, when 
gunmen shot dead Omer 
Topal. owner of a chain of 
hotels, casinos and shopping 
malls. Topal was also a sus- 
pected heroin smuggler with 
good political and police con- 
nections and the suspected 
killers included four police- 
men moonlighting for a rival 
underworld boss. 

Politicians began slapping 
controls on casinos. They 
banned free food and drink 
for patrons. Imposed a strict 
dress code and restricted 
opening hours. Tansu filler. 
Former prime minister, 
pushed for the total ban last 
year during her short-lived 
coalition with the Islamist 
Welfare party. 

Mrs Ciller, fighting several 


corruption accusations at 
the time, accused her oppo- 
nents of being in the pay of 
"casino bosses”. 

Mesut Yflmaz, the present 
prime minister, issued a 
report last month into links 

between organised crime, 
the police and state officials 
highlighting the role of some 
casino owners in drug-smug- 
gling, assassinations, money- 
laundering and corruption. 
The report emphasised the 
growth of organised crime 
during Mrs Ciller’s 1993-97 
period in government 

Casino operators say that 
a gambling ban will deprive 
the treasury of tax revenues 
of Si 74.5m in 1997. Some 
mutter about suing the gov- 
ernment for compensation. 
Tourism revenues could fall, 
they warn, since Turkey was 
a favourite destination for 
gamblers from Israel, where 


gambling is banned. 

Northern Cyprus already 
has over a dozen casinos 
catering almost exclusively 
to Turkish clients. Casino 
managers arc already organ- 
ising gambling junkets in 
Greece, Bulgaria and Hun- 
gary. Illegal gambling dens 
and opulent private "clubs”, 
which thrived in most Turk- 
ish cities until gaming. was 
legalised, will probably flour- 
ish a gain. 

Yepim, the casino 'man- 
ager, said she fears that 
organised crime will become 
even stronger. "Corruption 
will become worse. Four or 
five illegal casinos are ready 
to open in Ankara. MPs gam-, 
ble huge amounts of money 
and they will foil into debt 
with the mafia. It. will take 
at least- a year for the 'gov- 
ernment to see. the cosset, 
quences [of closure).” 


UK. which at present, because of its 
geographical situation, receives rela- 
tively few asylum seekers. While 
Italy's long coastline Is seen as dif- 
ficult to police, UK ministers regard 
Britain's island status as an advan- 
tage, have given this as a reason for 
not joining the EU’s Schengeh^ 
treaty, which dismantles border can-;:' 
trols between its members. ; - ' 

The UK, says Mr Napolitano. “is . 
protected by a pretty cold sea: while 
the warm waters of the Mediterra- 
nean don’t protect Italy and other 
countries". 

But, he adds, the boats that hring- 
fllegal immigrants to Italy are sel- 
dom chartered directly by the pagrr-- 
sengers. He cites a joint operation Jgji.Vj 
Italian and French police: who 
recently arrested a gang of sarneUOj 
Turkish ritiwns at Ventimiglia^ on 
the Franco-Italian border, “repre- 
seating one of those organisations 
which, take a person from Iraq- or , 
Turkey and guaranteehis arrival in 
Germany”. in return .for payment * 
from Kurdish communities there. 

Thus.. he.. says, the fight against 
p . ipgal immigration is closely related:: 
to the common straggle against 
organised crime which also requires 
joint EU action 

In particularly. Mr Napolitano sug- 
gests, the British police would love 
to have access to the joint: informa- 
tion- system set up by ' their coV 
leagues in the Schengen countries as . 
part pf their joint , effort to police the . 
new frontier-free Europe. ... „ 


Czechs divided 
over Boeing deal 

A row is brewing between the Czech Republic's defence 
and industries minis tries over the planned purchase by 
Boeing, the US aerospace giant, of a stake in Aero 
Vododiody, the state owned military aircraft make 1 . 

nnoiwg - ci grre d A memorandum of understanding witH 
the Own government last May under which the US firm 
and CSA, the state, owned Czech airline, would acquire a 
34-40 per cent In Aero fora minimum of Kc950ro ($27m). 
Boeing and CSA have since formed a joint venture, in 

which the US firm has a 90 per cent stake, specifically for 

the Aero acquisition. 

- The dispute is understood to centre on Boeing's 

for government help with the restructuring of 
Aero’s Kc2.Bto debt to the state-owned Konsdldacni 
Banka, the provision of state guarantees for Aero's future 
borrowings, and tt m * the goveamnent. accelerates 
payments for the 72 Aero L-159 light jet fighters ordered 
by the Czech air force. 

A source fiawHHar with Boeing's accelerated payment 
plan describes it as a way for “Boeing, as the potential 
owner of Aero, to re-negotiate Aero's cash flow to the 
advantage of Aero’s main supplies:, which is Boeing" . 

Boeing's acquisition of Aero would st reng t he n its hand 
in the competition, to win Prague's order for up to 36 
western supersonic jets, worth up to gl.Sbn. Boeing is 
rrtrmpftting against Lockheed Mar tin of the US, F ranc e's 
f hnanmH- ami a repgnr- thim of British Aerospace and 
Sweden’s Saab. The Czech cabinet is expected to consider 
Boeing’s proposals for Aero within, the coming few weeks. 

i . v . Joe Cook, Prague 

• The Czech statistical bureau yesterday announced a 4 
per cent rise in consumer prices in January to put year on 
year inflation at 13.1 per cent. The higher than expected 
rise’in inflation prompted the Czech National Bank to 
suggest there would be no early easing in. interest rates. 

Reuters, Prague 

■ ARMENIAN ELECTION . . • ; 

Ban on party lifted 

Armenia's Justice Ministry removed a ban on the main 
opposition party yesterday clearing the way for It to take 
part in a e l ec t io n The nationalist pashnak 

party was banned in 1994 by the framer president, Levon 
Ter-Petrosyan, who accused it of links, which It denied, 
with drag trafficking and terrorism. 

A new election in the farmer Soviet republic is expected 
on March l6 after Mr Ter-Petrosyan resigned last week in 
a row over the disputed enclave of Nagorno-Karabakh. 
!TntemaI political events hastened the process of 
renewing the party’s activities, which had been set hi 
train last year” Marat Aleksany an, justice minister. 

Dashnak plans to put. up a candidate for the dection 
although the party's presidential hopeful, Vahan 
Hovanesyan. is in prison, arrested during Ter-Petrosyan’ s 
rule. A justice ministry official said he might be released 
in the next few days. Analysts say Hovanesyan would be 
a strong candidates tbepolk - Reuters, Yerevan 

■ GERMAN REFERENDUM .. 

CSU defeated over senate 

The Christian Social Uhlon, Bavarian sister party to 
(ThawnpTi nr Hplm rrt Kohl's Christian Democrats (CDU), 
was humiliatingly defeated in a referendum at the 
weekend-in aisitate it has ruled for most of the postwar 
sra. t 

Voters overwhelmingly voted to disman tle the 
CSU-iacked state senate, an unelected 60-member 
advisory board to the state government, even though the 
CSU had urged Bavarians to preserve the 50-year-old 
Institution. With 70 per cent voting against the senate, 
political analysts said the CSU may be losing its grip in 
the conservative state. Only 23 per cent of voters backed 
the senate, which has no power and was seen by many 
voters as a costly extravagance in an era of tight budgets. 

. Reuters. Munich 

■ POLISH HOSTAGES 

Chechens release aid workers 

Chadian security forces yesterday freed five Polish aid 
workers who were kidnapped in Chechnya nearly two 
morpfoagb. “AB five Poles are free", said Lecha 
Khnkygov, the head of Chechnya's National Security 
Service. He said the Poles had been freed during a 
"special secret operation” launched by Ms services under 
the personal control of Aslan Maskhadov, the Chechen 
presid e nt- ■ .r*. * 

The five were abducted on December i7 while 
delivering medicine, food and other supplies from a 
Pollsh- Chechm Sri gndBhfp society in the breakaway 
Russian repiubUcL Hostage-taking hasTjecome rife in the 
regitifrinancl areftmd Chechnya since the last Russian ' 
withdraw inhumfliation after a 23-month battle 
feefcheh’sepm-atlsts over the region’s independence .. 

dribiojgf'.SfJ.’. Reuters, Grozny 

B -^OMANIAN ECONOMY : ' 

GDP forecast to grow 1% 

The Romanian guvemmenf expects GDP to grow by about 
1 per cent tljns year,- after a foil of an estimated 6 A per- 
cent last year. The .steepest decline of all was In output of 
the exteaCtk^4ndustrles, which" ffeH by 20.5 per cent over 
l996. ‘mainiV ' due to the ; b tghuiipg ’Of restructuring in the 
coaTsedqr; ' -A \- : L ' ~ : . ' 

lndusm^-m$to tit was down 5J9 per cent and - 
-■m £5&n to £25 bl 

BAperoent In 1996 to 
^bgkiosvdWmerxt predicts AiUrther 
ppefejhenfihisy earas industrial - 


attacked, by trade 
whichiuraEhfofled bn 


employment; 




ee trade zone 

A European. C omm issi o n report on future relations with 
Malta has rehandled arguments in the Mediterranean 
island on whether Its application to join the European 
Union should remain oh hold. The repeat, drawn up by. 
the Commission after Malta’s new Labom government . 7 
froze the countiyfa six-year-old membership bid, was. 
leaked to ti&Maltese press an Friday.- • 

, Labour replaced.theJtamer .'Nationalist government 
after w inning the October 1996 general election. Once in 
power.lt said ft wanted^as close a relati onship with the 
Union as is compatible with Malta's economic and 
seapahti^clroim3staxices n . The government has since 

beencallingforafreetradezonawitiitheEU. 

’ i i V JV'T ' : Reuters. Valletta 

■ CORRECTOR :-V : V;-- ."A ’ 

Portuguese growth 

ICEP. Pmihgal.'s ibktitute.fca' investment trade and 
tourism. ^ Efe&tolaccbuht for one third of 


The forocast v^^coirec^ r^xjrt^ fo the FT sur vey on 
TheBn^n^^ onFebrufiry 5. 
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retailers start 
cost of euro 



As' if several years of 

• sluggish turnover were 

not enough, German 
retailers- are now pre- 
paring .fpr the costs 
European Monetary 
Union .will bring. Of all 
sectors,:., retailing 
Preparing e*Pecte ? to-be affected 
«nr r«nost by Emu. This will 

m temu involve the costs of 
changing tote and the 
extra work which may come from the 
need to display prices and accept cash 
in two currencies, during transition to 
a single currency. 

Many retailers would ideally like, to 
see a "big bang" transition in which 
the switch from D-Marks to euros toko fi 
place, in a short time, perhaps over a 
weekend or a few weeks. 

But most accept that consumer 
groups, which already warn that retail-, 
ers may use the euro as a mask for 
price increases, will force, politicians to . 
opt for a longer transit! an. 

The costs of transition are difficult to 
estimate. The federation of German 
retailers last year calculated that in the 
case of a swift transition, the costs 
would not be mare than DMlObn 


(JS-Sbn), while a longer one would be 
considerably more expensive. 

It Is not just the expected costs of 
running parallel accounting systems 
which worry retailers. Customer confu- 
sion in the . early days of the euro is 
likely to lead to an initial drop in sales. 
"People .will need to regain a feel for 
prices," said Manfred Gawlas, spokes- 
man for Quelle, a big mail order com- 
pany. 

A significant issue to be decided is 
what will become of symbolic prices, 
such as those ending in 89 pfennigs. 
Converted into. euros, these may pres- 
ent a less customer-enticing figure. 

. Rounding back up to a figure ending 
with a nine could be one option, but 
that would stimulate fears that Emu 
will lead to rising prices. Rounding 
down would depress margins. Retail- 
ers’ organisations are examining the 
options, but as yet no consensus has 
emerged. • 

Retailers see these problems as short 
term ones. In the medium to longer 
term, Emu is expected to reduce pur- 
chasing costs, accelerate competition 
and give a boost to the process of con- 
solidation within the retailing sector 
already under way. 


"Generally speaking, retailing in Ger- 
many bas for decades taken a back seat 
in terms of customer service. The sec- 
tor has been largely a protected one,” 
said Thomas Mayer, chief economist at 
Goldman Sachs in Frankfurt. 

“As things loosen up and competi- 
tion increases, partly thanks to the 
euro, there will be considerable poten- 
tial for the German retail sector to 
develop." 

Rosemarie Baumeister, spokes- 
woman for the Tengelmann group, a 
large retailer, sees the advantages of 
the euro in "the Europe-wide transpar- 
ency In prices for both the trade and 
consumers, as well as the removal of 
the high costs of exchanging curren- 
cies." 

Retailers already living in a state of 
acute competition in Germany expect 
the market will largely force them to 
pass on savings they make in purchas- 
ing and exchange costs to consumers. 

Bemd Janssen, retailing analyst at 
UBS in Frankfurt, expects a significant 
effect of Emu will be standardisation of 
product sizes across the continent. This 
will not only make purchasing compar- 
isons easier, but create greater econo- 
mies of scale for manufacturers. 








" a&hl: auJilrJ. .-. . X; 

‘WARNING, STRIKE TODAY.’ A lone German protests as 20,000 public sector employees stopped work yesterday 


While tbe benefits on the purchasing 
side appear clear. Mr Janssen is scepti- 
cal about bow much consumers will be 
able to profit from transparency. In the 
case of expensive items, people wbo do 
not live in border regions might con- 
sider travelling abroad to make a pur- 
chase. But the bulk of their purchases 
will remain local. 

An exception to this is mail order. 
Quelle expects an increase In business 


because of Emu. With the growth of 
internet commerce, mail order sales in 
euros will also be easier. 

But tbe company points out that 
retailing also has a cultural dimension. 
While shoppers across Europe may 
share the same tastes for certain 
brands and commodities, many of their 
shopping habits are stii! decidedly 
national or even regional in character. 

Sucb local, cultural factors speak 


against the emergence of a standar- 
dised. continent- wide retailing sector in 
the wake of the euro. 

"The markets are still very national 
and the euro will not change that." 
said Hans-Joachim Wicckmann. 
spokesman for Metro. Germany’s larg- 
est retailing group. 

Should Emu be cancelled? Page 12 

Frederick Studemann 


Italian TV phone-in 
sparks ‘Eurofever ’ 


Kohl leads coalition in declaring that delay in single currency would be damaging 

Bonn unites against Emu doubters 


By James BHtz In Rome 

Public doubts in Germany 
about the euro have no par- 
allel in. Italy, where an 
extraordinary 1.5m people 
took part last weekend; in a 
live television phone-in show 
devoted to the European sin- 
gle currency. 

The offices of Rai, the 
state television service, were 
jammed on Sunday evening 
with callers hoping to partic- 
ipate in the five-hour pro- 
gramme. Viewers were 
encouraged to phone, the 
show and vote - for the 
emblems they would tike to 
see minted on the Italian 
version of euro coins, due to 
start circulating in 2002: 

Voters picked the image of 
tbe poet Dante for the two- 
euro coin, Botticelli’s por- 
trait of Venus for the 50-cent 


coin, and the Colosseum for 
the flve^ent coin. 

But mare tolling was the 
fact that l.Bm people took 
the trouble to phone in. Tim 
Italian press dubbed it 
‘ 'Eurofever” - a nationwide 
. andtemant at the thought of 
participating in' the Euro- 
pean Union's most ambitious 
ever project. 

Italy looks almost certain 
to be a founder member of 
tbe euro next year. Seeing it 
as a guarantee of a place at 
the. EU*s , top table, it has 
never suffered German-style, 
let ■ alone British- style, 
doubts abooLtbe project 

Recent opinion -pedis, show 
more than 70 per cent uf Ital- 
ians favour entry into the 
euro, with less than 20 per 
cent against That strength 
of support was one. reason 
why. the government could 


levy a one-off Eurotax cm all 
citizens in 1997 to underpin 
Its bid for qualification. 

Antonio Martino, foreign 
affairs spokesman of tbe cen- 
tre-right opposition, is the 
only senior politician, to 
have campaigned against 
membership. Even he admits 
his views are not supported 
by the bulk of his party. 

The Jack of real debate 
concerns some commenta- 
tors. Sergio Romano warned 
yesterday In La Stamps the 
euro would mean that Italy 
would "unreservedly decide 
to accept the ways of mod- 
em Europe". 

La Repubblica said: "Only 
with the first real restructur- 
ing of the service sector and 
tbe first 'euro-sackings’ 
would Italians understand 
that-' tbe season, of light- 
hearted enthusiasm is over.” 


By Peter Norman in Bonn 

The frequently fractious 
coalition government of Hel- 
mut Kohl, Germany's chan- 
cellor, united yesterday to 
reject the call of 155 econom- 
ics professors for an "orderly 
postponement" of economic 
and monetary union, pub- 
lished in yesterday's Finan- 
cial Times. 

Mr Kohl told the leader- 
ship of bis Christian Demo- 
cratic Union that a punctual 
start for the single currency 
was "in German interests" 
and delay would be politi- 
cally damaging. Thao Wai- 
gel. finance minister and 
leader of Bavaria's Christian 
Social Union, said he could 
in no way understand the 
professors' argument. Klaus 
Kinkel, the foreign minister 
and a former leader of the 
small Free Democrat party, 
warned that delay Could 
entail grave risks, such as a 


sudden appreciation of tbe 
I>Mark that would hit Ger- 
man exports, stifle growth 
and endanger jobs. "1 am as 
sure [Emu] will be .launched 
as 1 am of hearing ‘amen’ in 
the church," Mr Kinkel said. 

Also supporting Emu's 


However, the SPD leader 
also said the euro should be 
underpinned by policies 
geared towards economic 
growth as well as monetary 
stability to be accepted by 
Europe’s citizens. 

That was the nearest any 


Some legislators said they 
shared the professors’ 
concerns but declared it was 
too late to change events 


planned start on January 1, 
1999. was Oskar Lafontaine, 
leader of the opposition 
Social Democratic party. 
While admitting he bad not 
read the professors' declara- 
tion. Mr Lafontaine said the 
Asian crisis showed that 
more stability was needed in 
European financial markets. 


political leader in Bonn 
came to expressing doubts 
about the euro yesterday. 
However, some legislators 
said on condition of anonym- 
ity that they shared tbe pro- 
fessors’ concerns about the 
sustainability of the single 
currency. But they also said 
the declaration had come 


too late to change events. 

Tbe office of Manfred Neu- 
mann, the Bonn economics 
professor who organised the 
declaration, said it had 
taken about 500 phone calls 
from Germany and through- 
out the world, and that the 
overwhelming majority had 
expressed support. 

The declaration said in 
part: “The current state of 
economic affairs is most 
unsuitable for starting mon- 
etary union. An orderly post- 
ponement for a couple of 
years - supplemented by 
conditions on further prog- 
ress with respect to budget- 
ary consolidation - has to be 
seriously considered as a 
political option." 

Mr Waigel said the profes- 
sors’ declaration contained 
no new arguments for delay- 
ing the single currency. It 
ignored progress made on 
convergence in the Euro- 
pean Union that had brought 


inflation and interest rates 
to historic lows, be said. The 
minister took issue with the 
professors' claim that EU 
members had failed to bring 
their public sector deficits 
"markedly and sustainably" 
below the 3 per cent limit 
specified in the 1992 Maas- 
tricht Treaty on Emu. 

The EU countries' conver- 
gence programmes pointed 
to budget deficits substan- 
tially below 2 per cent of 
gross domestic product in 
the year 2000, with five mem- 
ber-states projecting budget 
surpluses. "All this shows 
that there is a European sta- 
bility culture: the time is 
ripe for the start of Emu.” 
Mr Waige! said. 

Meanwhile, the German 
constitutional court yester- 
day denied press reports that 
it had decided to bear a com- 
plaint against the euro, filed 
by four other German profes- 
sors last month. 
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Get the best of 
the breed... 

individual needs require custom-tailored DP 
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Chinese industries lower prices 


By James Harding 
in Shanghai 

Some of China's leading 
manufacturers have been 
forced to slash prices further 
this year in an effort to win 
a greater share of an over- 
supplied market and whet 
flagging consumer appetites. 

The cuts in prices for cars, 
fiersonal computers and con- 
sumer appliances offer anec- 
dotal evidence of gathering 
deflationary pressure in the 
economy and signal a 
squeeze on the margins of 
domestic manufacturers, as 
well as their foreign compet- 
itors in China. 


The sharp reductions in 
the cost of cars, which offi- 
cials say marks the escala- 
tion of a “price war", have 
been driven by production 
increases outstripping slack- 
ening domestic demand 
growth, symptoms that have 
struck other sectors in the 
Chinese economy. 

China’s consumer goods 

retail sales volume grew by 
11.6 per cent last year, 
slower than the 19.4 per cent 
growth in 1996. The State 
Statistical Bureau has also 
reported accelerating defla- 
tion in the months since 
October, when China's retail 
price index fell year-on-year 


for the first time in years. 

In the last month, the 
price of the basic model of 
the Shanghai Volkswagen 
Santana, which is made by 
the German carmaker's Joint 
venture with Shanghai Auto- 
motive Industry Corporation 
and is by far the most popu- 
lar passenger car in China, 
was cut by approximately 
Yn20,000 ($2,400) 

Executives at China's two 
best-known computer com- 
panies are also forecasting 
fierce price competition this 
year. 

Ma Xiangyang, representa- 
tive of Founder Group, the 
company spun out of Beijing 


University, said: "A price 
war is inevitable in the PC 
industry in 1998. More com- 
panies are entering the 
industry. . . and they have to 
cut prices to acquire market 
share.” 

At the Legend Group, the 
most successful PC producer 
in China, Wang Yan said 
computer prices fell last year 
as the number of computer 
manufacturers rose. “This 
year, the trend will be more 
price cuts. A PC is still an 
expensive item for most Chi- 
nese people and price reduc- 
tions will attract more cus- 
tomers.” 

Legend and Founder have 


both reduced the prices of 
their computers, cutting the 
cost of a Pentium D PC to 
less than YnlO.000. 

Retailers have also been 
pinched by the declining 
prices. In the basement of 
the Shanghai No.l Depart- 
ment Store. China's largest 
retailer last year, the price of 
electric appliances has been 
falling sharply. “I call it a 
‘suicide policy’,” said one 
employee, “because there are 
almost no profits for manu- 
facturers and retailers. . At 
present, market share is the 
most Important thing and In 
trying to achieve that people 
forget about profits.” 


Minister says trade growth may halve 


By James Kynge In Beijing 

Asia's financial crisis will have a 
profound effect on China's trade 
this year, slashing combined import 
and export growth to about half the 
level of 1997. according to the coun- 
try's trade minister. 

The bleak assessment by Wn Yi, 
mini ster for foreign trade and eco- 
nomic co-operation, coincides with 
signs that other engines of economic 
growth are clearly flagging. Some 
economists now regard the official 
S.Q per cent forecast for gross 
domestic product growth this year, 
compared to an actual 8.S per cent 
last year, as too ambitious. 

“We should not underestimate the 
negative effects of the (Asian) finan- 
cial crises.” Madam Wu was quoted 


in official reports as saying. 

Trade in 1998 was predicted to 
reach $345bn, a growth rate of 6.1 
per cent, compared to $325bn in 
1997 when trade increased by 12.1 
per cent Madam Wu did not fore- 
cast specific import and export vol- 
umes but economists believe that 
exports - which contributed about 
20 per cent of economic growth last 
year - may be harder hit than 
imports. 

Weaker purchasing power in 
Japan, South Korea and south-east 
Asian countries, that together took 
nearly 30 per cent of China's 
exports last year, is sure to slow 
demand. In addition, the competi- 
tiveness of exports from south-east 
Asia and Korea to the US and 
Europe has been enhanced by sharp 


devaluations in their currencies. 

China's leaders, however, have 
said on several occasions that Bei- 
jing would not devalue the yuan. 
Although most economists regard 
this pledge as sincere, some foreign 
analysts argue that mounting pres- 
sures from slowing foreign invest- 
ment, sluggish private sector activ- 
ity and climbing unemployment 
may force the government to recon- 
sider its promise in the longer term. 

A senior trade ministry official 
ruled out a yuan devaluation but 
said that Beijing may take other 
steps to boost exports. “We could 
increase export credits or tax 
rebates for exporters, or both,” said 
the official, who declined to be iden- 
tified. 

Economic officials are also con- 


cerned that foreign investment, a 
key motor of economic gr o w th , may 
slow down or even decline this year 
after surging for successive years. 
Foreign companies injected a record 
S45.3bn into China last year, but the 
number of new investment contracts 
has been dwindling significantly. 

■ A son-in-law of the late Chinese 
leader Deng Xiaoping has been 
replaced as the president of China 
National Nonferrous Metals Indus- 
try Corporation, following a disap- 
pointing performance by one of Chi- 
na’s largest state companies last 
year. An official at CNNC said the 
departure of Wn Jianchang. who is 
married to Deng Lin, the eldest 
daughter of China's former para- 
mount leader, was a “normal trans- 
fer” of an offidaL 


Malaysia puts itself at the forefront pf Asean 

Anwar urges Japan 
to take bigger role 


By Sheila McNulty 
in Kuala Lumpur 

Malaysia has sent its finance 
minis ter to .Japan to petition 
Tokyo to play a stronger role 
tn leading the region out of 
the financial turmoil that 
has hit every east Asian 
economy except China. 

The initiative- casts Malay- 
sia at the forefront of diplo- 
matic efforts by the Associa- 
tion of South East Asian 
Nations (Asean). a leader- 
ship role once claimed by 
Singapore and Indonesia. 

Anwar Ibrahim, w bo is 
also Malaysia's deputy prime 
minister, is in effect an 
Asean emissary who during 
four days in Japan will hold 
talks with Ryutaro Hashi- 
moto, Japan's prime minis- 
ter, and other government 
and corporate leaders. 

He arrived yesterday and 
said that Japan, as a leading 
Asian economy, could not 
“keep on delaying taking its 
role in giving a inuch 
sought-after resolution to 
this problem”. 

E is ate Sakakibara. Japa- 
nese vice finance minister 
for international affn irs. said 
after meeting Mr Anwar that 
Japan “could increase our 
profile in the region”. Toyko 
is sending a delegation 
tomorrow to Indonesia for 


talks with President Suharto 
to discuss additional aid to 

Indonesia. 

Mr Anwar, widely seen as 
the successor to Malaysia's 
prime minister. Mahathir 
Mohamad, explained that he 
was not simply referring to 
financial assistance, which 
Japan has provided. He said 
.Japan must allow greater 
access to its markets and try 
to correct trade imbalances 
with Asian countries. 

japan has also been under 
intense pressure from its 
liiain trading partners, nota- 
bly the US. to revive' its 
economy by boosting domes- 
tic spending and cutting 
taxes Mr Hashimoto has 
unveiled several economic 
packages to turn around the 
economy but with little obvi- 
ous .success. 

Asean countries account 
for about 16 per cent of 
Japan's trade: 20 per cent of 
Japan's direct investment 
goes to Asean. Asean sup- 
plies 10 per cent of Japan’s 
crude oil imports and SO per 
cent of its natural gas. 

Asean nations have 
recently been trying to get 
Japan to take a more central 
role in stabilising regional 
financial markets. At a meet- 
ing with Asean leaders In 
Kuala Lumpur In December. 
Japan played down its abil- 


ity to do much more, given 
its own financial constraint, 
a reference to the turmoil ill 
Tokyo's own markets. 

Mr Anwar said Malaysia 
would like to witness a 
“more firm commitment on 
the part of the Japanese”, 
given that they have* 
invested substantially in the 
region. 

'Hie regional financial cri- 
sis has. in effect, united the 
countries of Asean. which 
include Malaysia. Singapore, 
Thailand. Indonesia, Brunei, 
the Philippines, Burma. 
Laos. Vietnam. 

They have become bolder 
in their demands as struc- 
tural faults have exposed in 
their economies. And Malay- 
sia is emerging as the 
group's most powerful voice. 

Singapore’s Lee Kuan 
Yew, a widely-respected 
elder statesman, was onre 
looked to for guidance when 
he was prime minister. Indo- 
nesian President Suharto s 
seniority gave him authonty 
untfl his weakening health 
.undermined his position. 

Dr .Mahathir, who has led 
his country since the early 
I9S0s. is seen as a natural 
choice to take the lead, and 
he has been shuttling 
-around the region to discuss 
the crisis and calling for 
Japan to do more to solve it. 


B JP to spurn pressure 
over N-weapons plans 


By Mark Nicholson 
in New Delhi 

An Indian government led 
by the Hindu nationalist 
Bharatiya Janata party 
would not allow Interna- 
tional “opprobrium" to 
deflect it from an election 
campaign promise to “move 
towards” building up the 
country's nuclear deterrent. 
L.K. Advani. the party's 
president, said yesterday. 

Mr Advani also told for- 
eign correspondents that, 
while the party's manifesto 
for this month's elections 
speaks of "reviewing” India's 
seven-year-old process of 
economic reforms, there 
would be “no question of 
rolling back this reform pro- 
gramme”. However, he said 
the party had not yet 
decided whether it would 
achieve its goal of directing 
foreign investment only into 
what it deemed “priority" 
areas by incentive or 
through new regulations. 

Opinion polls show the 
BJP and smaller allies as 
likely to emerge India’s larg- 
est grouping after the elec- 
tions. but short of an out 


X 


Indian 

elections 


right majority. Latest polls 
suggest a resurgence In Con- 
gress part)' fortunes and a 
close race. 

US officials have already 
voiced concern over the 
BJP’s stated determination 
to harden India's currently 
ambiguous nuclear posture 
by “exercising the option to 
induct nuclear weapons”. 
Current US law would auto- 
matically invoke sanctions 
against India should it test a 
nuclear device. 

But the BJP is committed 
to hardening a longstanding 
Indian nuclear policy - 
whereby the country admits 
to nuclear capability but 
says it has no present inten- 
tion of making a deliverable 
nuclear weapon. India tested 
a nuclear “device" in 1974. 

Mr Advani would not say 
whether a BJP-led govern- 
ment would order further 
nuclear tests. But he sai± 
“We would be failing in our 
duty if we disregarded 


imperative requirements of 
national security because we 
fear the opprobrium of inter- 
national opinion.” External 
criticism “will not influence 
our policies.” he said. 

“Security cannot be but a 
principle concern for a BJP 
government and we have as 
neighbours two countries 
[Pakistan and China} with 
which we have a history of 
hostility and both these 
countries have gone 
nuclear," Mr Advani said. 

Defence analysts say India 
could swiftly take its nuclear 
capability in weapons mak- 
ing if it wished. The country 
has since the late 1980s sus- 
tained a development pro- 
gramme. called Agni. to test 
technologies required to 
build a series of intermedi- 
ate-range ballistic missiles 
capable of ranges between 
1, 000km -4, 500km- 

On economic policy, Mr 
Advani said that while the 
BJP welcomed fpreign 
investment Into infrastruc- 
ture, it would act to safe- 
guard India’s “indigenous 
industrial base” from being 
“undermined" by foreign 
investment. 



Advani speaking yesterday to a rally in New Delhi Haims 


Suharto hints at partial 
fixing of exchange rate 


By Sander Thoenes 
In Jakarta 

President Suharto yesterday 
hinted at fixing the 
exchange rate of the bat- 
tered rupiah fur some 
imports, after it emerged, 
that the continuing shortage 
of hard currency has even 
forced Indonesia's largest 
state concerns, including the 
oil company Pertamina. to 
fall behind with payments to 
foreign contractors. 

“We will decide a certain 
rate to allow companies to 
make correct calculation?," 
Mr Suharto told a group nf 
Moslems, “for exports which 
add foreign exchange". The 
president gave few details 
but bankers said his remarks 
referred to imports of raw 
materials J and parts needed 
for exporting industries. 

Shares in banks fell as 
traders presumed Mr 
Suharto planned to create a 
currency board, which 
would peg the rupiah to die * 
dollar and require both a 
painful rise in interest rates 
and a large currency reserve. 

Sudradjad Djiwandono; 
governor of the central bank. 


told parliament the govern- 
ment was “considering all 
the advantages and the dis- 
advantages of the system. 
We are studying it carefully, 
so- that IT . it . is adopted.- it 
should not cause losses.” 

This marks a change ,of 
heart since last month when 
be told the Financial Times 
he did not believe a currency 
board was feasible but that 
was before western econo- 
mists captured Mr Suharto's 
attention on the topic last 
week. Bankers - have warned 
that Indonesia’s banking sys- 
tem .-is too weak to handle a 
currency board. _ . 

Mr Suharto's remarks fol- 
low admissions by the direc- 
tors of the government oil 
and electricity monopolies 
that they cannot pay foreign 
contractors because -con- . 
tracts, priced in dollars, 
have quadrupled in rupiah 
terms. With state banks and 
airlines delaying, debt pay: 
merits as well, what started 
as a private sector debt prob- 
lem is spreading. 

Indonesia’s official foreign . 
debt estimate Is $137.42bn for 
the end of last .year, includ- 
ing: $64.02bn in state debt 


State companies have not 
received sovereign guaran- 
tees, however, only letters of 
.suport which are hot legally 

binding-. 

Bianis Indonesia, a 
respected business daily, 
quoted Pertamina director, 
- Soegianto. as saying that 
payments to some contrac- 
tors would be delayed by one 
month because of limited 
funds from the Finance Min- 
istry, which controls its dol- 
lar revenues. Western oil 
-executives say the monopoly 
is already overdue on pay- 
ments .to • several western 
producers and to its own 
import arm. Perta Oil. but 
Pertamina denied this. 

PJLN.-the state electricity 
distributor, last week told 
local power ventures of Uno- 
cal and El Paso Energy of 
the US and Energy Equity of 
Australia that they would be 
paid at Rp2,450 to the dollar, 
while the current exchange 
rate is Rp9.75Q 

A' finance official at Mer- 
patis one of two state air- 
lines; confirmed rumours 
that the company was late in 
payments for aircraft but 
declined details. 


INTERNATIONAL ECONOMIC INDICATORS: BALANCE OF PAYMENTS 


Trade figures are given m DItons of European currency units (Ecu). The Ecu exchange rate shows the nunber of national currency units per Ecu. The nominal effective 
exchange rate is an Index with 1985=100. 
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20.7 

2106.4 

69.4 

166.9 

-14.1 

—4.5 

0.8190 

782 

1996 

2302 

13.8 

16.4 

6.4068 

113.3 

1992 

35.4 

32.7 

1932.1 

75.8 

203 0 

-152 

-2 3 

0.8026 

77.5 

4th qtr.1996 

58.5 

3.9 

4.8 

6.4976 

112.5 

51.7 

92 

75 

19112 

77.6 

552 

-34 

0.4 

0.7670 

82.1 

1st qtr.1997 

59.4 

4.6 

7.1 

8.5577 

1102 

47.0 

5.1 

75 

19172 

77.0 

58.6 

-3-5 

22 

0.7186 

87.0 

2nd qtr.1997 

62.8 

7.5 

10.3 

6 5788 

109.8 

54.0 

8.8 

€2 

1924.8 

76.3 

612 

-4.2 

22 

0.6960 

89.5 

3rd qtr.1997 

662 

7.7 

7.8 

6.6261 

1082 

S2.5 

0.3 

8.4 

1918.5 

76.1 

64.4 

-4.0 

0.6 

C.6705 

92.1 

January 1997 

19.3 

1.6 

32 

6.5512 

1112 

14.3 

09 

3-3 

1896.7 

782 

19.7 

-0.9 

na. 

0.7293 

862 

February 

20.0 

1.8 

2.6 

6.5539 

110.6 

16.0 

2 J3 

2.0 

191&B 

79b 

192 

-12 

n.a. 

0.7132 

87.5 

March 

20.1 

1.4 

1.0 

fi.5502 

110.7 

16.9 

2.3 

1.8 

1937.9 

75.9 

192 

-12 

na 

0.7127 

07.5 

April 

202 

2.3 

3.5 

6.571s 

1103 

17.6 

2.1 

2.1 

1331.6 

76.3 

20-7 

-1.6 

n.a. 

0.6997 

69.4 

May 

20.8 

25 

3.7 

6.5725 

110.0 

18.1 

2.5 

2.1 

1925.6 

76.3 

202 

-1.0 

na. 

07006 

89.0 

June 

21.0 

2.8 

3.1 

6.5923 

109.1 

18.1 

2.1 

2.0 

1916.6 

76.4 

20-5 

-1.6 

na. 

0.6878 

90.2 

July 

22.0 

32 

3.7 

6.6534 

107.8 

31.5 

S3 

75 

1920.1 

76.1 

22.5 

-1.0 

n.a. 

0.6592 

932 

August 

21.6 

1.6 

1.4 

6.6309 

107.8 

122 

2.6 

2.4 

1921.9 

75.7 

21 .3 

-0.9 

n.a. 

0.6670 

92.1 

September 

22.5 

29 

2.6 

6.5940 

106.9 

182 

0.6 

-1.5 

1914.6 

76.4 

20.5 

-2.0 

na. 

0.6852 

90.2 

October 

22.6 

2.7 

4.7 

6.5939 

109.5 

20.6 

3.1 


1925.4 

762 

21.0 

-1.9 

n.a. 

0.6853 

90S 

November 

20.7 

1.6 


6.6246 

109.8 

172 

2.0 


1938.4 

762 

20.4 

-22 

na. 

0.6762 

932 

December 




6.6219 

109.6 




1939.8 

76.0 
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Confidence eludes 
as reforms run into 



Due 10 the intraducnon sjl the Single Martel, EC countries are currently changing U a nen system of corned! ng trade stadsics. AH trade figures are seasonaSy adfusMS. except for 
die Kalian sarins and me German curiam accoutt. Imparts can ha derived by subtracting die visible trade balance (ran exports. Export and import data am caJauarea cn the FOB 
(Tme on board) naas. accept to German and Italian imports when use the CF method (Including carnage, insurance and freight charges). German data up to and nuxUng June 
1990, shown in italics, refer to the former West Germany. The nominal eftastwe ochanga rates are penod averages of Bart* of England trad e wtfflh ied mdtees. Data supplied by 
Datasream ana wefa from national government ana central oar* sources. 


for not paying their debts. 
Trouble is. the prime minis- 
ter is trying to woo those 
same businessmen Into 
investing in an economy 
with a confidence problem. 

Some observers in busi- 
ness and political circles say 
it was the last straw. Mot 
long afterwards. Mr Yaqub 
announced that he was quit- 
ting “for personal reasons". 

Acutely aware of the fur- 
ther knock that would be 
suffered by Pakistan's econ- 
omy were it to lose the coun- 
try’s best- known reformer 
with an unblemished reputa- 
tion, Mr Sharif’s government 
has persuaded Mr Yaqub to 
stay on. at least until the 
budget in June. 

Mr Sharif is anxious to 
point out that his govern- 
ment's economic policies 
will lead to an upturn later 
this year. 

One test of the prime min- 
ister's belief will be the out- 
come of an International 
Monetary Fund mission to 
Pakistan in the next couple 
of weeks. Western econo- 
mists say the Fund is expec- 
ted to continue its S1.56bn 
three-year loan programme 
rather than risk the kind of 
uncertainty . that has 
recently caused turmoil else- 
where in Asia. 

Mr Sharif is encouraged by 
a sharp fall in. the country’s 
current account deficit 
which in. the first six months 
af the year sank to $607m, 
down from more than $2bn 
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for the same period] last 
year. 

In addition, official foreign 
exchange reserves have 
risen to more than 'Sl.ttbn. 
almost twice what they were 
towards the end. of 1S96 
when Benazir Bhutto was 
sacked as prime minister. - 

“The activity’ has started," 
says Mr Sharif. “In the next" 
six to eight months industry 
will start moving.” 

Not all measures confirm 
this,, however.. Large-scale 
manufacturing grew by just 
over 2 per cent in the first . 
six months, say independent 
economists, substantially 
less than the '5 to 6 per cant 
average -for industrial 
growth during, the 1980S.V 
Independent analysts also 
say that economic- growth- 
for Uie year would fall -below 
the official expectation-; of 
more than 5 per cent ’ 

The-- governments other. ' 
worrying problem is a shatp 


fall in tax revenues The col-' 
lection-in January /jf RslTbn 
were substantially below the. 
monthly average of Rs27bn 
required to meet the annual 
target. “The falls- in tax col- 
Sections now require the gov- 
eminent to run faster than 
before, but Us "effort is 
already up- against emerging 
resistance.” says a western 
economist In Islamabad. 

One indication of this ' 
resistance was .the national , 
strike cal led for tomorrow 
by. Pakistan’s small trader* 
associations, to protest 
against plans for .the. imposi- 
tion of e general, sales tax.-. 
The government has now 
■ delayed by two weeks the 
imposition of the .fox. 

The sales tax wgs- an 
important pillju- or Mr Shar? 
if's widely praised :tax 
reforms whlcfcC’aroong other 
.things,' reduced tax rates/to. a 
KSJ/per cent range' from ; a' 
10-36 per cent to discourage 


evasion. 'Hie- government’s 
retreat even if temporary, is 
. another blow-, to. its credibil- 
ity, say economists. 

Some critics say that Mr 
SharLf, himself a former 
businessman, has failed to 
meet the fox target because 
of his 'refusal to get. tough 
with .businessmen, many of 
whom are corrupt. Little has 
been done- to increase.. the 
number of taxpayers from 
just oyer Im out of a papula* 
tioh of 140m. they say 

-The major flaw in the 
reforms is that' businesses 
are not picking’ up and reve- 
nues are just not there to 
meet the demand for .taxes," 
says Mian -Habibullah," a 
leading textile manufacturer 
and former head, of the Fed* 
oration of Pakistan Cham- 
bers erf Commerce and Indus- 
try, the. largest iatiohaJ 
business federation. w..\ 


Farhan Bokhan 
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By Bruce Ciaric and 
Route Khakaf 

As the US administration 
tries, to formulate a coherent 
policy towards Iraq, ft.feces 
a familiar .dilemma: any- 
thing it proposes is either 
too soft for its critics, in the 
Republican-led Congress,. or 
too hard for its allies and 
United Nations partners. 

Among legislators and 
conservative foreign-policy 
experts In Washington, the 
determination . is growing to 
force the administration into 
a policy explicitly aimed at 
the overthrow of Iraq’s Presi- 
dent Saddam Hussein. 

President Bill Clinton, eon- 
scions of the need to main- 
tain a minimum of Interna- 
tiona] consensus, has been 
reluctant to adopt such a 
line. While US allies in the 
region would welcome a 
change of regime in Iraq, 
they are reluctant to endorse 
this goal publicly, conscious 
of how exposed they would 
be if Washington tries and 
fails to topple Mr Saddam. 

The US administration’s 
rhetoric has seen some 
change in emphasis in 
recent days: away from the 
formal purpose of obli g in g 
Mr Saddam to resume 
co-operation with UN arms 
inspectors, and towards the 
goal of reducing -his chemi- 


cal and biological arsenal. 

But this still falls short of 
meeting the aspirations of 
US conservatives . who say 
they are determined to avoid 
a repeat of the “pinprick” 
military action, . and the 
fudged diplomatic solutions, 
which in their view have 
ended previous flare-ups 

witblraq. 

Since the 1991 Gulf war, 
three serious crises' have 
arisen between Washington 
and Baghdad. One was in 
January 1990, when the US 
used cruise missiles and air 
attacks to enforce no-fly 
zones and the UN. arms 
inspection regime. 

In October 1994, the US 
reinforced its military pres- 
ence in the region after Mr 
Saddam moved elite troops 
towards Kuwait September 
1996 saw the US launch 
cruise missiles against Bagh- 
dad after Mr Saddam inter- 
vened in support of one 
Kurdish faction in northern 
Iraq against another. 

These episodes have left 
US Republicans with the 
impression their govern- 
ments have fluffed opportu- 
nities to get really tough 
with Mr Saddam and engi- 
neer his removal 

Senator Richard Shelby. 
chairman of the Senate intel- 
ligence committee, suggested 
over the weekend that cur- 


rent. US policy would at test 
achieve a “quick fix" that 
failed to deal with the under- 
lying problem:' Mr Saddam. 

"Six months from now, or 
less, -well be right back.” Mr 
Shelby said. "Unless we get 
lucky in a sustained bomb- 
ing; and we really cripple 
him, or hjq ability to manage 
his country, he's going to be 
back.” Some Republicans 
acknowledge it may be 
impossible to remove Mr 
Saddam immediately, but 
they Insist the US should 
start working towards this. 

“We have to articulate a 
policy leading to Saddam’s 
overthrow: the alternative Is 
to leave him with weapons 
of mass destruction," says 
John Bolton Of the Amer ican 
Enterprise Institute.. 

Pressure from US hawks 
may diminish the likelihood 
of a diplomatic solution, 
though experts believe the 
US administration is sincere 
in saying it would still 
rather see a negotiated out- 
come. than the messy situa- 
tion it will find itself in after 
a bombing campaign. 

“The administration has a 
lot of concerns and it would 
prefer not to strike,” says 
Ken Pollack of the Washing- 
ton Institute for Near East 
Policy. He believes US offi- 
cials “have a dim hope in the 
back of their minds” that Mr 
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US defence secretary William Cohen (left) meets his Kuwaiti counterpart Sheikh Salem 
Sabah al-Salem al-Sabah during his tour to brief Gulf leaders on US intentions on Iraq 


Saddam will be killed or 
ousted as a side-effect of an 
air strike, especially if the 
US targets his elite Republi- 
can Guards. 

“But the chance is not 
good that there will be a 
coup against him, because 
he is good at killing people 
who want to kill him.” says 
Mr Pollack. 

The administration's 
dilemma will grow even 
sharper if, as still looks pos- 
sible, a diplomatic solution 
is devised which satisfies the 
UN and its arms inspectors. 
If Mr Saddam is persuaded 
by Russian, French or Arab 
intermediaries to resume full 


co-operation with the UN 
with a few token conces- 
sions. the US would lose 
most of its arguments for the 
legitimacy or an air strike. 

This will not satisfy critics 
in Washington who believe 
the Iraqi leader is only 
waiting for fresh opportuni- 
ties to taunt the outside 
world. In Mr Pollack’s 
words: “The worst about this 
is that even if we're really 
lucky, we’ll get to do this 
again. Saddam will never 
stop testing us." 

Some US officials admit 
privately that their twin 
messages of openness to a 
diplomatic settlement 


through the UN. and readi- 
ness to make sustained air 
attacks, have not always 
been in perfect synthesis. 

As one put it. Mr Clinton 
is "vulnerable to the charge 
of wimping out" at home. 
But mounting a head-on 
challenge to Mr Saddam, 
then coping with the diplo- 
matic and military fallout, is 
easier to advocate than exe- 
cute successfully. 

• Madeleine Albright. US 
secretary of state, yesterday 
ruled out a US invasion of 
Iraq, something a vocal 
minority of foreign policy 
experts in Washington have 
advocated. 


Saddam’s neighbours not yet persuaded 

Gulf Arab states sceptical that anything might be gained by military strike, writes Robin Allen 


I f the US and Britain 
believe there are good 
reasons why Gulf Arab 
states should support a pos- 
sible military, strike against 
Iraq, they have yet to per- 
suade Saddam Hussein's 
sceptical neighbours. 

They are fearful of “collat- 
eral action”, an incident or 
accident involving US forces 
that might cause eithe r mas- 
sive Iraqi civilian casualties 
or retribution from Mr Sad- 
dam, an unstoppable flood of 
Iraqi refugees Into "Kuwait 
and Iran by sea or laud or 
the accidental release of 
chemical or biological poison 
into Kuwait, and the north- 
ern Gulf. ' 

“The tragic thing," said 
Abdullah al-Shayeji of 
Kuwait university's political 
science department, “is that 
in the seven years since lib- 
eration, the Gulf states have 
failed miserably to build 
their own collective security 
system.” 

As a result Gulf regimes 
need US protection; but their 
people are ambivalent or 
hostile to the financial and 
political price demanded. . 

Kuwait and Saudi Arabia 
are already resenting the 
prospect of having to pay the 
“in-house" costs of maintain- 
ing US forces, costs that 
could exceed the $500m 
Kuwait alone had to pay dar- 
ing a previous crisis in Octo- 
ber 1994. 

The Iraq crisis has also 
brought out the worst in 
Gulf states’ tendency to 
snipe at erne another. Kuwait 
is being mercilessly lam- 


pooned on “Al-Jazirar, a Qat- 
ari satellite channel con- 
trolled by members of the 
ruling Al-Thani family, as 
the only Arab country sup- 
porting the US. 

: At the time, many 
Gulf officiate are suspicious 
of what they see as ulterior 
motives behind the US 
administration's -“obsession” 
with Iraq’s refusal to comply 
with UN resolutions, when 
for 2S years the US has 
ignored similar- flouting of 
UN resolutions by Israel • 
Conspiracy theories flbur- 
ish, : and the policies of Gulf 
Arab states remain largely 
reactive. “We are hostages to 
US .policies,” said one Gulf 
official sourly, “and we 
know they have a hidden 


Eighteen months and two 
Iraq crises ago, Fareed -Zak- 
aria, managing editor of For- 
eign Affairs, the journal of 
the New York-based Council 
on Foreign Relations, widely 
if erroneously credited by 


Gulf Arab states with 
reflecting official US policy, 
remarked: “If Sad dam Hus- 
sein did not exist, we would 
have to invent him.” 

No remark could have 
been better designed to 
brand on Gulf Arab monar- 
chies the sense of their pow- 
erlessness or to flush out 
their countries’ paranoia. 

Newspapers in Arab states 
all cast doubt on the efficacy 
of a military strike. “Military 
action against Iraq,” said an 
editorial in the Kuwaiti 
newspaper A1 Watan. “will 
create a power void in the 
region, which only Iran can 
fill; and will enrich the 
Israeli-Turkash alliance and 
its southward spread to the 
Gulf” 

The paralysis of Gulf Arab 
states is in sharp contrast to 
the manoeuvrings of Iran, 
whose foreign policy initia- 
tives involve overtures not 
only to all 15 countries with 
which it has land or mari- 
time ' borders, but also to 




: SAUDI ARABIA 






Israel, the US and the Euro- 
pean Union, in strict pursuit 
of its own national interests. 
“Iran is being very subtle, 
very clever," Gulf officials 
acknowledge. 

In the last few weeks, 
according to western diplo- 
mats and other analysts in 
Tehran, the government of 
President Mohammad Kha- 
tami has broadened unoffi- 
cial contacts with the US 
through private sector and 
semi-official groups in an 
effort to draw the sting out 
of any sanctions the US con- 
gress might impose on Iran's 
oil and gas industry. 

Iran has • promised 
France's Total and other 
companies involved in 
exploiting its offshore South 
Pars gas field a minimum IS 
per cent profit at the same 
time as US investment banks 
arrange Eurobond offerings 
for Russia's Gazprom, one of 
the three members of the 
South Pars consortium. 

At the same time Mr Kha- 
tami has been careful to 
maintain political correct- 
ness by denouncing the 
American military presence 
in the Gulf. He has also 
hosted Mohammed Al-Sahaf, 
Iraq's foreign minister, in 
Tehran for bilateral talks on 
such matters as the return of 
Iraqi and Iranian prisoners 
of war, Iraqi refugees in 
western Iran, and the fate of 
more than 100 Iraqi fighter 
aircraft which were flown to 
Iran in January 1991. 

Last month Iranian offi- 
cials held private talks in 
Davos with their Israeli 
counterparts. Israeli techni- 


cians, hidden among a group 
of German specialists, have 
been advising Iranian offi- 
cials on agriculture. 

About the only initiatives 
on the Arab side of the 
Gulf to match Iran’s 
are those of Kuwait’s 
merchants now charging up 
to 5350 for every' gas mask: 
and Dubai’s mercantile com- 
munity, whose dhows con- 
tinue to break tbe UN 
embargo on Iraq’s oil exports 


and other commercial traffic. 

Members of Dubai's busi- 
ness community confirmed 
last week that they had 
already started to open 
offices in Baghdad. “We are 
only waiting for this present 
crisis to blow over.” said 
one. “It is. in any case, all 
contrived by the US and 
Britain; and will disappear 
as soon as the US decides 
bombing Iraq is not worth 
the price." 


Rabbis at odds 
on conversion 


Israel’s Orthodox Chief Rabbinate yesterday side-stepped 
voting on proposals aimed at giving Reform and Conser- | 
vative Rabbis a say in preparing candidates for Jewish 
conversion. The move could deepen divisions between the 
different strands of Judaism in Israel since the liberal 
Reform and Conservative Rabbis may conclude the Chief 
Rabbinate is Dot interested in a compromise which would 
recognise the diversity of the Jewish religion. I 

Tbe compromise, drawn up by Yaakov Neeman. the 
finance minister, envisaged the Reform and Conservative 
Rabbis participating with Orthodox Rabbis in preparing 
candidates for conversion. This would have given the lib- 
eral Jewish movements partial recognition by the Chief 
Rabbinate. Zn return, the actual conversion would be con- ; 
ducted by Orthodox Rabbis, ensuring their monopoly over | 
conversions would be retained. 

It is unclear how the conversion issue will be resolved. 
The Reform and Conservative Rabbis, who had in princi- 
ple accepted the Orthodox Rabbis retaining their monop- 
oly over conversion for partial recognition, may give up 
attempts to seek a compromise and petition the civil 
courts to have their conversions accepted. If so, the 
Orthodox Rabbis may speed up attempts to push through 
legislation making only Orthodox conversions legaL 

Judy Dempsey, Jerusalem 

■ ISRAELI FOREX RULES 

■ 1 1 

More reforms brought in 

Israel's central bank yesterday said the latest stage of its 
foreign exchange liberalisation programme launched last 
August would take effect on Thursday. The programme is 
part of a plan to make the Israeli shekel a fully convert- 
ible currency later this year. 

According to the new reforms. Israeli companies issuing 
securities abroad will be allowed to deposit proceeds in 
foreign banks. Restrictions barring Israeli companies 
from m aking advance payments on imports will also be 
scrapped. Additional reforms, mostly applying to foreign- 
ers. will be carried out later this year, he said, noting that 
the key to a fully convertible shekel was to ensure the 
Israeli economy was stable and attractive to foreigners. 

Avi Machlis. Jerusalem 

■ IRAQI KURDS 

Turkey’s refugee plan 

Turkish armed forces have mounted a contingency plan 
to contain a possible wave of Iraqi Kurdish refugees flee- 
ing to Turkey in the event of a US attack on Iraq. But offi- 
cials denied Turkish media reports that Ankara was send- 
ing troops into northern Iraq to establish a 15km-deep 
security zone. 

The government wants to avoid a repetition of the 1991 
flight of thousands of Iraqi Kurds into southeastern Tur- 
key when President Saddam Hussein attacked them at the 
end of the Gulf war. Colonel Hflsnu Dag, army spokes- 
man. said "not a single one of our soldiers has passed the 
border.” Earlier, local witnesses told news agencies they 
had seen about 7.000 troops plus armoured vehicles cross 
into northern Iraq at two points along the border. 

John Barham, Ankara 


.. W w ; 1-VW 

' ’i'L-n 

»• ' ■ ■ • ’ * + . \ • .’J I ■ ■ 

;■ .U •• 






¥ . . ■'■■."X •’ ■' ■ ■ :v- 

2?y/ •*; ... ■■■ '• ,1 i 


Find ps®t 

■ £&# . - • .■ ’’3 




Ivory Coast signs $385m deal 
with IMF for economy reform 


By Paid Abrahams 
in Abidjan 

The Ivory Coast government 
yesterday signed a letter of 
intent with the International 
Monetary Fund for a "three- 
year economic reform pro- 
gramme backed by a 5385m 

enhanced structural adjust-, 
ment facility (Esaf). 

The IMF deal could open 
up fresh World Bank loans 
worth up to SSOOm, condi- 
tional on economic reforms, 
and enables the London 
Club of commercial creditors 
to close the Brady-style 
restructuring of Ivory 
Coast’s $7bn external com- 
mercial debt by April 

Ivory Coast is already on 
track for 80 per cent- reduc- 
tion of the interest on Its 
S13bn official foreign debt 

Last year, with backing 
from France. Ivory Coast 
was made eligible for the 
Highly Indebted Poor Coun- 
tries Initiative. (HIPC), 
under which the debt stock 
to the official donors would 
also be cut, conditional on 
IMF approval. The IMF and 
World Bank boards are 
expected to approve the pro- 
gramme nest month. 

At yesterday’s signing. 
N'Gdran Niamten, Ivorian 


Ivory Coast: external debt sendee. 
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finance mini ster, said tbe 
country’s main challenges 
were, globalisation, moderni- 
sing the largely agriculture- 
based economy, and alleviat- 
ing poverty.' 

Multilateral donors see 
this programme as a fin al 
packag e for Ivory Coast Its 
per capita gross domestic 
product of about $700 make 
it one of the wealthier Afri- 
can states, but its S20bn 
external debt is one of the 
world's highest pro rata. 

Amor Tabari of the IMF, 
after signing the lettar of 
intent said It represented a 
second generation of reform 
for Ivory Coast, the leading 
member of the embryonic 
west African economic and 
monetary union, based on 
the eight-member CFA franc 
zone. 

Ivory Coast’s last pro- 
gramme, after the 1994 
devaluation of the CFA 


franc, stabilised the econ- 
omy and led to GDP growth 
of about 7 per cent a year for 
the past three years. 

. Now the donors are 
looking for liberal reform of 
the economy, tighter control 
of public finances and con- 
centration of resources on 
primary health and educa- 
tion. 

The government agreed by 
mid-1997 to key reforms 
demanded by the World 
Bank, mainly liberalisation 
of cocoa and coffee exports 
by October. 1999. This would 
remove most of the powers 
of the Calsse de Stabilisa- 
tion, the authority control- 
ling exports of the two com- 
modities. the main source of 
Ivory Coast’s foreign reve- 
nue. 

But talks were stalled for 
the second half of 1997 by 
differences with donors over 
issues described as “public 


finance management”. Ivory 
Coast's Inclusion in the 
HIPC initiative, and the 
IMF's stand against corrup- 
tion In Kenya, hardened the 
donors' negotiating position, 
western economists said. 

The letter of intent is a 
bilateral agreement between 
the government and the 
IMF. It provides monetary 
benchmarks and targets for 
the three-year programme 
covered by the 5385m Esaf. 

The government will also 
sign a Policy Framework 
Paper (PFP) with the IMF, 
with the World Bank outlin- 
ing the framework of the 
reforms over the next three 
years. 

The bank negotiates each 
credit in tbe programme 
individually. If the govern- 
ment’s reforms go well, it 
could provide up to 5800m 
for projects in transport, pri- 
mary health and education. 


“European High Achievers’ 
a career crossroads seminar 
27 - 29 March 1998 


You have gained outstanding academic achievements followed 
by two or more years work experience, but do you realise your 
true market value as a young professional? Do you know 
which career choices best fit your skills and what new 
opportunities are open to you beyond well-trodden paths? 

A.T. Kearney's “European High Achievers” seminar will provide 
you with answers to these questions. You will gain insight into 
challenges which face the top management of key industries 
and discover solutions to these problems. As one of 80 young 
professionals, you will interact for three days with the 
management consultants of A.T. Kearney, one of the world’s 
leading consulting firms. 

The seminar will take place in an exclusive hotel in Cannes and, 
if selected to participate, you will be the guest of A-T Kearney. 
We invite you to apply for this outstanding event. 

For more details on the seminar and the application procedure, 
please see our internet homepage: 

http://www.atkearney.com 

Alternately send a fax or e-mail to our recruitment partner for a 
free brochure: 

ACCESS • Recruitment Services ■ Claudius-Domier-StraBe 5b 
D-50829 Cologne - Germany ■ Fax: + 49 (0)2 21-95 64 90-9 
E-mail: access@ t-onlinede ■ Phone: + 49 (0) 2 2 1 -95 64 90-0 
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Albright leaves the Nato door open 


By Bruce Clark 
in Washington 

The Clinton administration will 
tomorrow present to the Senate the 
legal instruments needed to expand 
Nato and incorporate three of its 
former communist adversaries - 
Poland, the Czech Republic and 
Hungary. 

President Bill Clinton, and Javier 
Solana. the secretary-general of the 
alliance which now comprises 16 
members, hope to use their per- 
sonal authority to persuade sena- 
tors of the need to extend the US 
security umbrella eastwards. 

While the principle of Nato 


Three 

storms 

leave 

$300m 

damage 

The last of the three storms 
to sweep across California 
in the space of a week 
moved into the desert inte- 
rior yesterday, offering 
emergency services a 
break and a chance for dam- 
age assessment and a con- 
certed clean-np, Christopher 
Parkes reports from Los 
Angeles. 

Early estimates suggested 
at least S300m-worth of 
damage to property, mainly 
in the north of the 
state, with only a handful 
of deaths being reported as 
directly attributable to the 
deluges. 

Heavily travelled roads 
and residential areas consid- 
ered especially vulnerable to 
heavy rain had been 
reinforced in anticipation of 
an unusually wet winter, 
and well-rehearsed fire. 


enlargement appears to have been 
accepted by the overwhelming 
majority of legislators, some have 
serious questions about the cost, 
mission and eventual size of a 
growing alliance. 

Madeleine Albright, the US secre- 
tary of state, insisted yesterday 
that the door must remain open to 
further expansion after the alliance 

takes in a “first wave" of three new 
members in spring 1999. 

■‘Every' Nato ally agrees that 
Nato’s door must remain open.' 1 
she told the American Enterprise 
Institute. “We have made no deci- 
sions about who the next members 
of Nato should be. or when they 


might join. But let us also have 
some humility before the future.” 

Her words were a back-handed 
reassurance to Romania and Slo- 
venia, which were disappointed by 
their exclusion from the first wave 
of enlargement, as well as the Bal- 
tic states which are pressing hard 
for membership despite serious 
Russian objections. 

In one of the most ambitious 
statements the administration has 
made about transatlantic defence 
and security co-operation. Mrs 
Albright said she hoped Nato's new 
members would join “a partnership 
that is a force for peace from the 
Middle East to central Africa”. 


Transatlantic co-operation 
should also be strong enough to 
protect the environment, defeat 
international crime and stop the 
spread of weapons of mass destruc* • 
tion. 

She stopped short of saying that 
Nato itself would undertake these 
tasks - but Indicated that an 
expanded alliance would be the 
centrepiece of a broad partnership 
that tackled problems far beyond 
Europe. 

Mrs Albright’s wide-ranging mis- 1 
sion statement suggested the 
administration is steadily adopting 
a view that has been gaining 
ground among US experts: Europe 




police and road repair ser- 
vices also helped limit 
losses. 

The horse pictured above 
was hauled from Little Pine 
Creek in the San Fernando 
Valley on Sunday, when the 


last and weakest of the 
storms dropped an inch or 
more of rain, farther swell- 
ing overloaded waterways 
and drains, and increasing 
the stress on the sodden sub- 
soil. 


One of the region's few 
ancient trees, an oak esti- 
mated to be 1,000 years 
old, collapsed In 
Encino on Saturday, robbing 
the town of its most notable 
landmark. 


As high tides passed yes- 
terday morning with no 
damage other than the loss 
of a handful of seaside 
homes, forecasters said they 
expected little farther rain 
until Thursday. 


‘Work first’ goes back to school 

Welfare programme adds training to its repertoire. Nicholas Timmins explains 


C alifornia’s GAIN pro- 
gramme, one of the 
world’s oldest and 
arguably most successful 
welfare-to-work pro- 
grammes, is adding educa- 
tion and training to its rep- 
ertoire. 

The move seems almost 
paradoxical. For It was 
GAIN - Greater Avenues for 
Independence - in Riverside, 
California, which gave much 
of the rest or America - and 
increasingly those other 
countries that are straining 
to transform welfare recipi- 
ents into workers - the 
“work first" philosophy that 
has increasingly become the 
hallmark of welfare reform. 

The change h as been dic- 
tated by the need - and the 
opportunity - to move wel- 
fare- to-work forward. The 
intention is to add to a pro- 
gramme which concentrated 
hugely and successfully on 
the single aim of getting 
people into a job - any job. 
In future. GAIN aims to help 
them both to retain work 
and to earn promotion out of 
the minimum wage pay 
which many entry level jobs 
proride - earnings often too 
small to support a family. 

Without that, welfare 
reform may ultimately fail, 
according to Sandra Smoley, 
California’s secretary' of 
health and welfare. To make 
it work. California like the 
rest of the US, needs large 
numbers of entry level jobs, 
she said. 

“But the long-term success 
of welfare recipients and 
welfare reform depends on 


Back to work in California 

zr'.y,' • 

‘ Jab placements, Sep 1997 (DOO’s) 


»?'*••« 90 91 92 93 94 96 98 

B.V-90 -01 -92 -93 -94 -95 -06 -B7 

-if--’’ - 

iv&Wowes, wta? Pets WBson, CaOfcmian governor. 

J8d an aWne as part of the states’ welfare to wort programme .. SouokAP 


our ability to move people 
up the job scale. Job reten- 
tion and skills upgrading are 
essential in what we are 
looking at," she said. 

When California first 
launched GAIN in 1987. it 
took many forms in the 
state’s different counties. In 
Riverside, the approach was 
“work first’’. 

“There was a pervasive 
focus on employment.” said 
John Rodgers, a senior offi- 
cial in the programme. 
“Some have mis- typed River- 
side as a simple job search 
programme when in fact we 
provide basic education or 
training to about 60 per cent 
or participants. But we 
ensure those involved in 
education also search for 
work. The aim always is 
work first. We believe the 
best preparation for work is 
a job.” 

While Riverside took tbat 


approach, other counties 
such as Alameda and Los 
Angeles placed much more 
emphasis on education and 
training - taking the appar- 
ently logical view that 
people long divorced from 
work needed arming with 
skills and education. 

But a detailed study by the 
Manpower Demonstration 
Research Corporation, pub- 
lished in 1994. blew that out 
of the water. It showed that 
Riverside achieved by far the 
best results both in getting 
welfare mothers back to 
work and in cost effective- 
ness. For every dollar spent 
on the programme, US tax- 
payers saw a return of $2.84 
in savings on benefit pay- 
ments in Riverside. By con- 
trast, GAIN in most of the 
other counties cost taxpay- 
ers money. 

It also achieved poor 
results in finding people 


jobs, and a remarkable gradi- 
ent emerged. Riverside, 
which put least emphasis on 
education and training, had 
the highest returns. Ala- 
meda and Tulare, which 
relied most on education 
and training, produced the 
worst 

As a result, the other 
counties switched to River- 
side’s approach, moving 
people as rapidly as possible 
into jobs. In 1993. Los 
Angeles county had 
achieved just 10,600 job 
placements with a pro- 
gramme midway between 
Riverside's “work first" and 
Alameda's education-based 
approach. 

When it switched strate- 
gies. job placements doubled 
to 22.500 the following year, 
rising to 27,000 in 1995 and 
42,000 in 1996. The growth in 
the US economy accounts for 
some of that But the change 


seems too dramatic for the 
economy alone to be respon- 
sible. 

California is now moving 
.on.. A quirk of state law 
meant that until this Janu- 
ary. case workers were pre- 
vented from following their 
clients for more than 30 days 
after they entered work. 
John Rodgers said this was 
often honoured more in the 
breach than the observance, 
but formally “we just had to 
wave goodbye". 

Now Riverside Is to take 
advantage of mOJians of dol- 
lars in training and educa- 
tion cash flowing to the 
states as a result of last 
year’s federal balanced bud- 
get settlement 

It will form links with 
community colleges, employ- 
ment trainers and others to 
upgrade the skills of those 
taken off welfare and put in 
‘ work. 

Unlike the traditional 
training of those on welfare, 
this would not be “training 
with no purpose”, he said. It 
would be directly linked to 
the skills an ex-welfare 
recipient needed to progress 
in the job they were in. “The 
aim now," he said, “is a job, 
a better job and then a 
career.” 

As yet. it is unclear i 
whether there will be | 
enough cash to make this a 
reality for large numbers of 
former welfare recipients, or ; 
whether these training pro- 
grammes will work. But the 
fact was. Mr Rodgers said, 
GAIN had moved on to 
“phase IT of welfare reform. 


cannot expect US security guaran- 
tees unless' it is also prepared to 
co-operate with the US in other 
parts of the world. 

But the adminis tration will also 
be asked, during the forthcoming 
Senate, to recommit Nato to its tra- 
ditional purpose of territorial 

defence. 

Senator Jesse Helms, chairman 
of the Senate foreign relations com- 
mittee. and other conservative 
Republicans have sought assur- 
ances that the alliance will not 
abandon its core function - defend- 
ing its members' soil against all 
corners, including a resurgent Rus- 
sia if necessary. 


Maine 
to take 
popular 
vote on 
rights 
for gays 

By Victoria Griffith in Boston , 


Voters hi will decide 

today by referendum 
whether discrimination 
against people for sexual 
orientation should be pro- 
hibited by law. If the legisla 
tion is approved, as local 
opinion polls indicate is 
likely, it will be the first 
time gay rights have been 
sanctioned state-wide by 
popular vote in the US. 

Following disappointment 
over President Bill Clinton’s 
failure to protect gays in the 
military six years ago, the 
gay rights movement turned 
its attention to local govern- 
ment. “We’ve shifted our 
focus to local governments 
because that's where we've 
been scoring the biggest vic- 
tories,” said Mark Johnson, 
of the National Gay and Les- 
bian Task Force. 

Ten states, including all 
New England states bnt 
Maine, have laws protecting 
gays. Besides New En glan d, 
Hawaii, New Jersey, Calif- 
ornia. Wisconsin and Min- 
nesota have anti-discrimina- 
tion protection. Hawaii, 
most liberal state on the 
issue, recognises marriage 
between gay and lesbian 
couples. 

Supporters of gay rights 
have also won some victo- 
ries in the private sector. A 
growing number of corpora- 
tions have taken a pro-gay 
stance, extending healthcare 
benefits to partners of gay 
and lesbian employees. At 
least 200 US companies give 
domestic partner coverage. 

The Maine vote has taken 
on special significance 
because it will be decided by 
referendum rather than 
state legislature. No gay 
rights law has ever passed 
in popular vote. In referen- 
dums in Colorado three 
years ago and Washington 
state last year, voters 
deckled against sexual ori- 
entation protection. The Col-;, 
orado decision sparked a 
travel embargo to the area 
fay gay and lesbian tourists. 

Gay rights advocates in 
Maine say a new law is nec- 
essary to prevent discrimi- 
nation in credit, housing 
and employment Opponents 
fear the law will force them 
into direct contact with life- 
styles they abhor. 

The Supreme Court is expec- 
ted to rule shortly on the 
legality of marriage between 
gay and lesbian couples and 
will decide later if sexual 
harassment -protection can 
be extended to unwanted 
advances by co-workers of 
the same sex.. 
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Latin America hunts for capital 

Region is caught between the need for inflows and wariness of foreign banks 


L atin America’s growth 
prospects for the year 
ahead hang critically 
on the volume of foreign cap- 
ital that flows into the 
region In the aftermath of 
the Asian financial crisis. 

Most forecasters see a 
modest fall in private capital 
inflows In 1998. The Asian 
crisis appears to have sub- 
dued demand among inves- 
tors for all emerging market 

assets, outweighing for now 
at least any tendency to sub- 
stitute Asian investments 
with those from Latin Amer- 
ica or eastern Europe. 

According to the Washing- 
ton-based Institute of Inter- 
national Finance fUF), which 
follows financing issues in 
emerging economies, private 
inflows are forecast to fall to 
$75.4bn this year from 
$90.3bn In 1997 and $92J2bn 
in 1996. 

But this expectation 
depends heavily on the Latin 


economies avoiding currency 
crises themselves. The ITF 
points out that another 
"abrupt exchange rate 
change in a major emerging 
market economy" could 
have significant knock-on 
effects in others. 

Moreover, as some econo- 
mists point out. changes in 
the international financial 
markets mean Latin Ameri- 
can borrowers are likely to 
have less flexibility than 
before the Asian emergency. 

One Important change is 
in the attitude of interna- 
tional banks. When bond 
markets closed to Latin 
American borrowers in 1995 
in the fallout from the. Mexi- 
can financial crisis, banks 
were ready to move in and 
filled seme of the gap. 

But foreign banks were 
hardly involved in the Mexi- 
can crisis whereas some 
have been hard hit In the 
Asian emergency, leaving 


them significantly more risk 
averse. 

Furthermore, the falls in 
commodity prices provoked 
in part by Asia's travails 
have reduced prospects for 
project finance in the region. 

The HF forecasts that com- 
mercial banks will provide a 
meagre Si.3bn in net inflows 
to Latin America this year, 
after being responsible for 
an estimated SL9bn net out- 
flow last year and a S16bn 
inflow in 1996. 

Other observers, however, 
take a pessimistic view of 
the prospects for bank lend- 
ing. “Because of the losses 
incurred by the banks in 
Asia, they are being extra 
cautious in renewed lending 
to regions such as Latin 
America. They are also try- 
ing to shorten the maturity 
of their lending, which is 
exacerbating the problem," 
said Isaac Tabor, chief 
emerging markets economist 


for West Merchant Back in 
London. 

Furthermore, though there 
are some signs that interna- 
tional bond markets are now 
opening to new issues from 
Latin American borrowers, 
there Is likely to be 
increased competition from 
new borrowers. 

“You have to take into 
account that de man d in the 
bond market has increased. 
You have new players - 
such as Korea - that weren’t 
players before and some 
countries that used to fund 
themselves in the interna- 
tional bank lending market 
will not do so any more," 
said Mr Tabor. 

The HF projects the contri- 
bution to Latin America 
from international non-bank 
creditors, including the 
international bond markets, 
will foil to $18,6bn this year, 
from S28.9bn last and S28.4bn 
in 1996. 


Equity flows to the region 
will also decline, according 
to the HF. Net flows of port- 
folio equity will slip to 
512.3bn from SI4.6bn In 1997, 
while net foreign direct 
investment will also back up 
from the record $50.3bn last 
year to S43.2bn - still higher 

than the 1996 level 

These forecasts are con- 
sistent with the moderation 
of growth - to about 3 per 
cent from more than 5 per 
cent in 1997 - expected by 
most economic forecasters 
during 1998. However, if cap- 
ital flows fall more dramatic- 
ally, some economies are 
more vulnerable than others. 

Many private sector econo- 
mists have attempted to cal- 
culate which of the econo- 
mies are most at risk to a 
fall in external financing. 
According to calculations 
from Goldman Sachs, out of 
23 emerging market econo- 
mies, Brazil is the most hun- 


By . Scott Morrison - 
in Toronto. 

Luden Bouchard, Quebec’s 
separatist premier, has told 
members of his Parti. Quebe- 
cois to be ready at any time 
for an early provincial, elec- 
tion. 

His remarks have added to 
speculation that he plans 
to take political advantage of 
his widely-praised response 
to the ice storm that devas- 
tated parts of the Canadian 
province in January 

In an attempt to paint Ott- 
awa in a negative light, Mr 
Bouchard, whose five-year 
mandate expires in Septem- 
ber 1999, has criticised the 
federal government far foil- 
ing to provide financial, aid 
to compensate far damages 
suffered by Hydro-Quebec 

The province's . utility 
incurred costs of hundreds 
of millions of dollars whan 
its transmission infrastruc- 
ture in south-west Quebec 
crumpled under the weight 
of .accumulating : ice, leaving 
more than 3m people with- 
out light or heat. 

However analysts said an 
early election could, prove 
risky If voters saw It as an 
attempt to seek political gain 
from the province's misfor- 
tune. 

Quebeckers were also very 
appreciative of support pro- 
vided by Ottawa, particu- 
larly in sending federal sol- 
diers to the province to help 
victims and safeguard their 
properties. 

“The provincial govern- 
ment owes a big moral debt 
to the federal government 
after the ice storm." said 
political analyst Daniel Salee 
of Concordia University in 
Montreal 

Quebec has asked . for 
,C$lbn (S600ml.in compensa- 
tion but federal officials 
have said Ottawa would not 
provide assistance to- large 
corporations. 


Mr Bouchard argues that 
the federal government has 
provided some C*12bn over 

the past SO years to help 
Ontario Hydro develop 
nuclear energy. 

He said that Ottawa's 
refusal to help Hydro-Quebec 
is a deliberate attempt to 
prevent his government 
from eliminating its budget 
deficit by 2000- Tbat would 
hamper the premier's effort 
to win re-election. 

Mr Bouchard, whose popu- 
larity had slipped in 1997 as 
a result of spending cuts, 
has seen his ratings rise in 
polls fallowing the ice storm 
during which Quebeckers 
saw him take charge of the 
stricken province. _ 

Recent polls suggested 83 
per cent of Quebeckers were 
satisfied with his perfor- 
mance as premier and Si per 
cent of derided voters said 
they would vote for him 
again.; The premier has 
vowed to call another sover- 
eignty referendum should he 
Ire. re-elected. 

He has also called on vot- 
ers to stage a rally to protest 
against the federal govern- 
ment's Supreme Court case 
questioning the province's 
right to -unilaterally secede 
from Canada. The nation's 
top .court is scheduled to 
begin hearing federal argu- 
ments next week. 

Mr Bouchard's, comments 
caused concern in financial 
markets yesterday as the 
Canadian dollar weakened 
slightly to 69.6 US cents, in 
part due to uncertainty over 
Quebec's political situation. 

At the peak of the storm, 
some 4m people in south- 
western Quebec and eastern 
Ontario were left without 
light and heat as. tempera- 
tures plunged as low as -25 
degrees centigrade. 

By some estimates, the 
storm could cost as much as 
C$2bn In damage and lost 
output. 



out action on 
social security 


By Gerard Baker 
in Washington. 

President Bill Clinton 
yesterday put aside his legal 
mid political troubles over 
an alleged illicit affair and 
urged Congress' to make 
saving social -security;- the 
state pension system, “the 
driving principle of this 
year's work”. 

Mr, Clinton elaborated on 
proposals first announced in 
■ his State of the Union 
address- to “save social 
■security first”; by putting 
aside any budget surpluses 
in the next few years to 
shore up the system. 

In a speech at Georgetown 
University, his aiwia mater, 
he warned the current 
economic climate would not 
last forever. The longer-term 
drag . on public finances, an 
ageing • population 
.represented- for the social 
security budget demanded 
action npw. . • 

; “We .should ideal .with 
social security.” he. said. “If 
we act soon,; less is. 
more . . .We ; can take 
relatively modest steps in 
any number of directions" to- 


delay the point early next 
century at which social 
security’s finances moved 
into the red: 

- He also announced that 
the. first of four regional 
forums on overhauling social 
security would be held on 
April 7 in Kansas City. 

Mr Clinton has enjoyed a 
surge of popular approval in 
the three weeks since he 
denied allegations of a 
sex u al- - liaison and a 
subsequent cover-up at- the 
White House. 

. Now he Is trying to 
capitalise on that popular 
goodwill by- pushing for the 
centrepiece of his legislative 
programme. 

- Social security currently 

takes in more in 
contributions from the 
working population than it 
pays out in benefits to the 
retired.' -.But the rapidly 
ageing population means 
that wUl. be reversed in 
about 2010. -. 

. Most Republican leaders in 
Congress want to use. the 
expected budget surplus for 
tax cuts, though some have 
expressed interest in the 
president’s idea. 



gry for funding this year. 

Adding maturing 
short-term and longer-term 
private and public- sector 
debt to an anticipated cur- 
rent account deficit of $29bn 
adds up to an external. finan- 
cing requirement of ssibn 
far Brazil Mexico is in 22nd. . 
place with needs of $51bn. • 

However, solvency calcula- 
tions also require measure- 
ments of ability to psy.- .60\ 
these figures must be -com- 


pared with the size. ;of the 
economies, their exports and 
their -foreign - ^exchange 
reserves.; 

Comparing th^ financing 
needs . tO' grdss:; domestic 
product, the -Latin economies 
fore well rr only 'Ecuador in 
. 19th . position isdodkinglyuL. 

nerable. However; because 
most ‘ Latin i economies 
reroain fairly cKsed to inter- 
nafionat trade, they tend to - 
fore less wen- in the compari- 


son -with exports Brazil is 
again in 23rd place, Argen- 
tina: in 21st, Ecuador in 20th 
and f Colombia in - 18th, 
Mexico, occupies a comfort- 
able lOtihjilace. Ecuador also 
lqoks vulnerable according 
to the measure against for- 
eign i exchange reserves, in 
22nd place. Brazil is in 18th, 
Mexico 16th and - Argentina 
13th. „ . ... 


StephenMdler 
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NEWS: WORLD TRADE 


NEWS DIGEST 




market slips 

The worM market fcr sports-utility vehicles, typified by 
Land Rovers Discovery, and the AGtsubishi-JE^ero/Sho* 
gtm, fell for the first time last year after more than a 
decade of rapid growth. Demand in. Japan plummeted fey 
4Q:peroent and sales mother Asian countries w™ ^ ‘ 
aged >y the regions financial turmoil, according to 
research bythe Economist intelligence Unit. 

_ How ever, continuing moderate sales growth in Western 
Europe and North and South America Kmitarf thp drop in 
total world sates to about 2 per cent, representing 3.56ta 
units. The EIU predicts fiiat sales growth will be resumed 

this year, with a likely 3 per cent rise driven by higher 
demand in Europe and the US as new models such as the 
Mercedes -M-Class and Land Rover Freelander attract new 
buyers. However, the research warns that envir onmental 
concerns about such notoriously ‘ , gas-guzzHng J * vehicles 
will pose an inc reasin g threat to the sector’s viability. 
Motor Business International, First Quarter 199& Econo- 
mist bdetUgence Unit. i5 Regent St, London SW1Y4LR 295 

John Griffiths, London 

■ SPANISH MOTOR INDUSTRY 


Commercial output up 17% 

Spain has consolidated a position as the European . 
Union's main production centre for commercial vehicles, 
according to 1937 figures from An&c, the Spanish motor 
m anu fa cturers* association. Spanish output, which nar- 
rowly overtook France's in 1996, rose 27 per cent to 5ELOOO 
units, main ly because of a strong recovery of almost 20 - 
per emit In the domestic market Exports also -frif-ma s e d 
by ahnost 16 per cent 

The Spanish car industry, which ranks third in theEU 
behind Germany and France, also enjoyed record produc- 
tion — of over 2m-veMcles — and exports, and- the best 
year for domestic registrations since 1988. But car manu- 
facturers renewed calls for government to booet the 

market further by scrapping a 7-12 per cent registration 
tax and bringing Spanish car taxation into line with other 
EU countries. Juan Josfi Sam, Anfiac chairman,, predicted 
6 per cent growth in the Spanish market this year, after ‘ 
over 11 per cent in 1997. 

The organisation attributed more than half last year's 
increase to the revival of government incentives far own- 
ers to trade in old cars. David White, Madrid 

■ JORDANIAN EXPORTS 


Israel backs duty-free move 

Goods produced at joint Jordanian-Israeli industrial ven- 
tures in the Jardanianctty affrtridcah now be exported 
duty-free to the US following Israeli government approval 
of the free trade agreement. The accord, <dg na fl in Qatar * 
at a regional economic conference last November and 
already approved by the US, aims to encourage joint. Joar- 
danian-IsraeU projects at hind's industrial zone, located 
north of Amman. The accord was spearheaded by the US 
which wanted Jordan to have some tangible benefits and 
results from its peace treaty with IsraeL 
Several faaaii terHie manufacturers have already 
moved production, to Jordan where labour costs are often 
Uptimes lower than in IsraeL In Ifbid {done, 10 Israeli tex- 
tile companies have set qp facilities, employing about 
1,500 Jordanians. According to the terms of the agree- 
ment, goods produced in Irbid will be eligible for duty-free 
status with the US if Israeli and Jordanian companies 
each account far one-thirff of production costs. Israeli tex- 
tile manufacturers recently -saM they plan tocantkj^ip-to 
forge ties in neighbouring conntries despite a stalemate in 
Middle East peacemaking- Aoi Machds, Jerusalem 


s cargo 
aircraft project 
slow to take off 


By Chartos Clover in Kiev 

The Ukrainian-designed 
AN-70 transport aircraft is 
stxLl in the early stages of 
design and production due to 
complicated diplomacy 
required to manufacture and 
market it in Russia. Ukraine 
and western Europe. 

The $7bn-$9bn project Is 
unique in that the aircraft is 
being assembled in three 
separate countries in the for- 
mer Soviet Union - Ukraine, 
Russia, and Uzbekistan. But 
Ukraine is keen to get west- 
ern European involvement, 
not least because of the 
immense financing needs. 

Roman Herzog. Germany’s 
president said last week in 
Kiev that -European special- 
ists would reach a decision 
by the end of 1999 an a Fran- 
co- German -Rus si an-Ukrai- 

yiian joint venture to manu- 
facture the aircraft - 

Not to be outdone, though, 
Russia's President Boris. 
Yeltsin congratulated 
Ukraine's Antonov factory, 
which produces mast of the 
aircraft on Its 50th anniver- 
sary, and awarded its gen-, 
eral constructor, Peter Bala- 
buyev, the “Order .of 
Friendship” in honour of 

R iiaciflrv l Tkrainten economic 
co-operation. 

The AN-70 is originally of 
Ukrainian, design, and.' is 
capable of c arry in g between 
35 and 47 tonnes of cargo 
over 3£0Qkm without refuell- 
ing. It also needs a compara- 
tively short 500 to 800 metres 
of runway far take-off and 
landing '. 

The Anfimov factory has 
proposed the aircraft as a 
candidate for the Pan-Euro- 
pean Future Large Aircraft 
(FLA) programme, in which 
European countries plan 
jointly to build 300 large 
transport aircraft to meet 
their future projected needs. 

Mr Bala buy ev optimisti- 
cally that he felt the. 
AN-70 could fulfil this 
demand. Oleg Bogdanov, Mr 
Balabayev's deputy, said 

that European orders for the 
AN-70 could number roughly 
'350, while Russian and 


Ukrainian orders would 
account for another 350. 

But European analysts are 
sceptical. “They might sell 
20, and if they’re really 
cheap they might sell 50. But 
to think ' that they could sup- 
ply 100 per cent of the mar- 
ket Is quite optimistic,” said 
Chris Avery, aerospace ana- 
lyst at Paribas, the French 
investment bouse. 

While the aircraft’s 
cheaper price tag will indeed 
be a factor influencing 
orders, said Mr Avery, secu- 
rity -of supply for spare parts 
over the 25-year life span of 
an aircraft is often a mare 
important consideration 
than price. In this area; Rus- 
sian »nd Ukrainian aircraft 
are unp ro ve n in 'Europe. 

Aside from buyers, the sec- 
ond problem is funding the 
project, which will require 
investment of between $7bn 
and $8bn, according to Mr 
Balabuyev. 

The Antonov factory is 
state-owned, but Ukraine’s 
1998 budget contains just 
30m hryvnia s ($l5.5ni) in 
finance far all aircraft pro- 
duction, including Antonov. 

Vladimir Zaretsky, Anto- 
nov’s director of investment 
and economics, would not 
give details of financing 
plans. “This is the theme of 
a long discussion," he raid. 
• Ukraine and Belarus have 
to sign a deal cancel- 
ling value added taxes on 
imports even though Kiev 
reached a similar agreement 
with Russia that came into 
force on February 1. Belaru- 
san Prime Minister Sergei 
r.mg said the deal was not 
ready due to technical rea- 
sons but that it would be 
ready soon. 

Belarus President Alexan- 
der Lukashenko said Minsk 
was not satisfied after Rus- 
sia removed VAT on Ukrai- 
nian imports without con- 
sulting Belarus - which is 
part of a customs union with 
Russia; Kazakhstan and 
Kyrgyzstan. 

Belar us is Ukraine’s fourth 
largest economic partner 
after Russia, the US and Ger- 
many. 


UK under fire on labour standards 


By Robert Taylor, 
Employment Editor 

British trade and labour 
groups yesterday criticised 
the UK government for say- 
ing it would not support the 
inclusion of social clauses in 
international trade agree- 
ments. 

B31 Jordan, general secre- 
tary of the International 
Confederation of Free Trade 
Unions, expressed anger at 
the government's attitude 
and said: “The core labour 
standards are ' an essential 
ingredient to the world trad- 
ing system." 

He was responding to a 


speech by Lord Clinton 
Davies, a minister at the 
Department of Trade and 
Industry, who yesterday said 
that the UK government 
would not support the inclu- 
sion of social clauses to pro- 
mote the enforcement of 
core labour standards. 

Lord Clinton Davis told a 
conference in London held 
by One World Action, a 
lobby group, that efforts to 
safeguard and improve core 
worker rights should be 
made through the Interna- 
tional Labour Organisation 
and not the World Trade 
Organisation. 

“The government will not 


be pushing for a social 
clause in the WTO at the 
present tune.*’ he said. “We 
cannot risk setting hack 
progress by sending the 
wrong message to develop- 
ing countries, if 1 felt there 
was a real chance of getting 
the governments of develop- 
ing countries on our side on 
this T would be prepared to 
change my mind." 

Lord Clinton Davis said 
the government was aware 
of the "widely held percep- 
tion of most, if not all. devel- 
oping countries that efforts 
to introduce a social clause 
into the WTO manifesto was 
nothing more than a dis- 


guised attempt by the indus- 
trialised countries to 
improve protectionist 
devices against them and 
undermine the competitive 
advantage". 

Although this view was 
“misconceived", he said it 
was important that "nothing 
we do or say can he miscon- 
strued as evidence our 
motives are protectionist". 

Lord Clinton Davis admit- 
ted it was “not easy" to 
ensure “H uman rights were 
at the heart of UK foreign 
policy". He said a social 
clause was "not an end in 
itself but only a possible 
means" of dealing with 


labour abuses". 

The minister said the UK 
would be pressing the EU to 
reaffirm its commitment to 
the ILO's role in dealing 
with labour standards dur- 
ing the UK presidency of the 
EU. The government was 
also backing “generous 
incentives" to developing 
countries to "adhere to inter- 
nationally recognised core 
labour standards" as well as 
action at the ILO on a con- 
vention to outlaw child 
labour, he said. 

John Monks, general sec- 
retary of Britain's Trade 
Union Congress, told the 
conference the “government 


could take most of the wind 
out of the protectionists' 
sails, if it joined most of the 
EU as well as the US iu 
pressing for agreement on a 
human rights clause in the 
WTO." 

He added that the UK gov- 
ernment "should not rely on 
the ILO to make all the prog- 
ress necessary" over worker 
rights. Mr Monks said the 
ILO was “being denied the 
opportunity to make the con- 
tribution it is uniquely 
equipped to provide through 
an unholy alliance of market 
ideologues, repressive gov- 
ernments and myopic giants 
in the business world”. 


Tourists cash in on Thai currency crash 

Visitors are spending more but not enough to make up for the 50 per cent fall in the baht 


T .he day after Christ- 
mas, the Thai resort 
of Koh Chang was 
packed. The low-slung bun- 
galows - no highrrise hotel 
blight -yet on this once 
sleepy island off the coast of 
south-eastern Thailand - lin- 
ing the beaches were so full 
that enterprising locals 
started building bamboo, 
huts on demand. 

Need a room and don't 
mind a communal toilet? No 
problem. Your roof will be 
ready in a couple of hours. 

In Thailand’s other 
well-known resort areas 
such as Phuket, Pattaya and 
Koh Samul; it was the same. 
Packs of foreign tourists 
lured by the cheap baht were 
joined by . their Thai counter- 
parts, no longer able to 
-afford once-fashionable over 
seas trips. : . 

“It’S kin d of ridiculous,” 
says Bruce, a 22-year-old 
London barman, savouring 
some of Thailand’s exotic 
herbs in an open-air restau- 
rant. “1 came here two years 
ago .and it was BM0 to the 
pound. Now it’s Bt40 to the 
dollar.. - 1 can stay for 
months." Subsequently the 
baht has reached 50 to the 
dollar. 

Adds Aye, a computer 
systems analyst from Bang- 
kok, says: “Normally 1 would 
have gone overseas for the 
new year. In fact. Pm embar- 
rassed to say it but I just 
went to London in October. 


Things were really expen- 
sive. 1 couldn’t buy any- 
thing. It’s better to stay in 
Thailand right now." 

. Yet as heartening as this 
scene is. for the beleaguered 
TOrai economy, where tour- 
ism outstrips traditional 
exports such as electronics, 
textiles and rice as a source 
of foreign exchange, it is not 
quite what Thai tourism 
authorities bad in mind 
when mid-way through last 
year they launched a two- 
year international and 
domestic tourism promotion, 
"Amazing Thailand”. 

Though the slogan has 
been subjected to much 
domestic ridicule - some of 
the most amazing things 
about Thailand are its hap- 
less government, business 
corruption and the open sex 
Industry - the campaign is a 
determined response by Thai 
authorities to the consider- 
able damage caused as the 
country went from being an 
exotic location to an over- 
developed destination receiv- 
ing more than 7m visitors a 
year. 

Many high-spending tour- 
ists were starting to go else- 
where and the idea was to 
take the foundation of mass 
tourism and add on niche 
markets such as food, con- 
ventions, natural healing 
and eco-tourism, primarily 
for western and Japanese 
tourists. • 

Yet suddenly the country’s 
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mass market base is crumb- 
ling, another victim of Asia's 
on g oin g economic mis ery. In 
Malaysia and Korea, Thai- 
land's first and third largest 
markets respectively, foreign 
travel has been declared 
“unpatriotic". 

East Asian visitors 
account for 64 per cent of 
arrivals to Thailand, and 
regional airlines, hurt by 


currency turmoil and lack of 
demand, have cut back on 
flights' to Thailand from 
major hubs of Singapore. 
Seoul and Hong Kong. 

Arrival growth in 1997 will 
come in at just about l per 
cent and growth targets for 
1998 and 1999 have been low- 
ered by about 10 per cent, to 
7.7m and 8.3m visitors 
respectively. Contrary to 


original expectations, the 
fire and haze problem pla- 
guing Indonesia, Malaysia 
and Singapore but largely 
unfelt in Thailand did not 
help: many European tour- 
ists, ignorant of geography 
and meteorology, are staying 
away from south-east Asia 
entirely. 

Tourism will no longer be 
the foreign exchange earner 
it once was. Though visitors 
are taking advantage of 
lower prices to stay longer 
and spend more in baht 
terms, it is not enough to 
make up for the SO per cent 
depredation of the Thai cur- 
rency against the dollar. 

This will be partly offset 
by fewer Thais going over- 
seas, where they spend 
almost three times as much 
as a foreign visitor to Thai- 
land. Since the July devalua- 
tion, the number of Thais 
travelling abroad has fallen 
about 20 per cent each 
month. 

Some luxury hotels, 
including the prestigious 
Oriental Hotel, are making 
up for some of the losses by 
quoting rates in US dollars. 
But the hotel industry is still 
struggling. On the back of 
once-cheap dollar loans, 
huge over-capacity was cre- 
ated. 

There are now 28.000 hotel 
rooms within a 3km radius 
of the landmark Dusit Thani 
hotel and there is no longer 
a substantia] local luxury 


food and beverage market to 
boost revenue. Most hotels 
are lasing off staff, which 
may provide an answer to 
the industry debate about 
whether Asian hotel service 
is better because of the “hos- 
pitality culture" or simple 
over-staffing. 

Still, tourism will keep the 
economy alive by pushing 
money through local and 
small businesses. “We're no 
longer thinking about a big 
Increase but in keeping our 
share. As long as we don't 
overuse it, tourism will keep 
our economy growing says 
Pradech Phayakvichien, dep- 
uty governor of the Tourism 
Authority Of Thailand. 

One big push of the 
“Amazing Thailand" cam- 
paign is Bangkok, where 
authorities believe added 
cultural events, plus the cur- 
rency edge, could push a vis- 
itor’s average length of stay 
in the kingdom to at least 8.2 
days from the current 7.5 
days. 

“Say the typical interna- 
tional tourist spends one and 
a half days In Bangkok,” 
argues Mr Pradech. “A half 
day is spent in traffic and 
another day people look at 
the traditional temples* and 
palaces. We'll show them 
that Bangkok has a lot more 
to offer. Maybe they'll 
extend their stay and spend 
more." 

Ted Bardacke 
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CONTRACTS & TENDERS 


Taiwan High Speed Rail Consortium 
Global Notice 

TAIWAN HIGH SPEED RAIL PROJECT 
PRJE-QUALIFICATION notice for civil works 

1. The Taiwan High Speed Rail Consortium (THSRC) has been selected by the 
Government of the Republic of China on Taiwan as the Best Applicant to design, 
build and operate a high speed rail system between Taipei and Kaohsiung along 
the west coast of Taiwan. The Taiwan High Speed Rail Project will consist of 
approximately 340 km ofhigh speed (up to 350 kphl railway. The Civil Works will 
consist of approximately 250 km of viaducts/bridges, 50 km of tunnels end 26 km 
of cut and fill sections. There will be 35 mined tunnels ranging in length Emm 
200 m to 7200 m. The Civil Works will be subdivided into 8 to 14 separate 
contracts. The final number will be determined at the conclusion of the pre- 
qualification process. All contracts will be design/build contracts. 

2. The THSRC is pleased to announce this Request for Qualification (RFQ) to 
Parties interested in participating in the Civil Works for the Taiwan High Speed 
Rail Project. Civil Engineering Groups with proven expertise and experience in 
the design and construction of bridges, viaducts and tunnels (and ancillary 
facilities) are invited to submit their Statements of Qualifications fSOQ). The 
SOQ's will be evaluated by the THSRC to pre-qualify Parties to design and build 
the Civil Works. Tfenders will be issued only to pre-qualified Parties. 

3. In the SOQ, interested Groups will be required to submit past and current 
records for similar work done; details of key staff with relevant design and 
construction expertise and experience; and the equipment, manpower and 
financial capacities for the THSRC’s consideration. Submittal of SOQ’s will be 
due in late March 1998. 

4. lb obtain a copy of the RFQ document contact: 

Taiwan High Speed Rail Consortium 
13/F, 169 Jen-ai Road 

Sec. 4, Taipei, Taiwan, ROC 
(Attention: Mr. S.C. Lin) 

Fax: 886-2-2781-6277 

and remit US$200, payable to THSRC, Account No. 014-111-505-080 at Fubon 
Bank (#015), Taipei, Taiwan, ROC. 
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Construction work in Scotland to be rescheduled because of conditions in South Korea 

Asia ‘difficulties’ hit Hyundai site 


By James Buxton m Edinburgh 

Hyundai's project for a 
semiconductor plant in Scotland 
suffered a further setback yester- 
day when construction work was 
sharply reduced at the site nearly 
four months before the shell of the 
factory was due to have been com- 
pleted. 

Hyundai Semiconductor Europe 
said construction was being re- 
scheduled by up to four months 
because of "continuing' economic 
difficulties in Korea." But it did not 
expect the revised timetable for the 
opening of the plant to be affected. 

Laing Management, the (JK com- 


pany supervising the project, said 
the number of construction work- 
ers ou the site would be cut from 
the present level of about 1,000 to 
200. It added that it bad not experi- 
enced any problem in being paid 
by Hyundai. 

The site at Dunfermline is in the 
centra] region of Scotland known 
as "silicon glen" after the large 
number or high-technology compa- 
nies with plants there. They 
include NEC Mitsubishi and JVC of 
Japan and Motorola and Sun 
Microsystems of the US. 

Hyundai said in December 1907 
that it was delaying the start of 
production at Dunfermline by up 


to 12 months. That took the open- 
ing date from the end of 1993 to the 
end of 1999. 

Completion of the shell of the 
plant, costing about £250m, would 
be followed by the installation of 
equipment for manufa cturing semi- 
conductors. 

A four-month delay in complet- 
ing building work should only nar- 
row the gap between the construc- 
tion phase and the fitting out of 
the facility and not affect the 
project's completion date. But the 
delay caused concern in Fife, 
arousing fears that that the project 
may not be go ahead in its present 
form. 


Alex Rowley, leader of Fife coun- 
cil. whose area includes Dunferm- 
line. said: “We don't seem to be 
getting much good news. Neverthe- 
less the company have told us they 
will make the plant watertight and 
s till intend to open it next year. We 
have to be confident that it will 
play a part in the European 
operations of Hyundai on their 
own or of Hyundai with a major 
partner." 

The project's first phase will cost 
£i.25bn and create 300 jobs. The 
second phase, which has been put 
on indefinite hold, will bring the 
total number of jobs created to 
over 2.000. 


The Hyundai group has been 
affected by the economic crisis in 
Korea which has led to restrictions 
on overseas borrowing by the large 
conglomerates. 

It refused to comment on reports 
that it wanted to form a joint ven- 
ture with another major semicon- 
ductor maker to complete the Scot- 
tish project. 

Yesterday Philips Semiconduc- 
tor, part of the Dutch electronics 
group, dismissed reports that it 
might form a joint venture with 
Hyundai. It said its next semicon- 
ductor plant, on which a decision 
is expected soon, was not likely to 
be in Europe. 


Rural engine 
starts to run 
out of fuel 

Suppliers’ troubles flow from 
farm cuts, says Alison Maitland 


Land: prices feel the squeeze 


£ per acre 
3,000 


A near halving in farm 
incomes Is hitting 
supply industries 
hard as farmers cut back on 
investment, household 
spending and environmental 
improvements. 

This warning came last 
week from Sir David Naish. 
retiring president of the 
National Farmers' Union. He 
told its annual meeting: 
“Sadly we are running our 
engines, and the engine of 
Britain's rural economy, 
down and down." 

The venue - the Hilton 
Hotel in London’s Park Lane 
- might cause sceptics to 
ask how much was rhetoric. 
But concern is intense in the 
farm machinery sector, live- 
stock markets and fertiliser 
and agrochemicals trade. 

“It’s often the same people 
selling seed, fertiliser and 
chemicals and they've taken 
a knock on all three." said 
Jim Reed, director general of 
the UK Agricultural Supply 
Trade Association. “A lot of 
people are bolding their 
breath and hoping things 
improve. If they don’t, 
they’re In serious trouble." 

Sales volumes of fertilisers 
fell by between 20 per cent 


and 25 per cent last year. 
Sales of cattle and sheep 
feed dropped by between 15 
per cent and 20 per cent, 
seed by 6 per cent and agro- 
chemicals by 25 per cent. 
Some of this was related bo 
weather and lower pest lev- 
els. but most was due to the 
decline in fanners’ fortunes, 
he said. 

Farmers are using more 
home-made feed to cut costs. 
The strong pound, largely to 
blame for their difficulties, 
has also encouraged big 
Imports of poultry. That 
troubles feed manufacturers 
who fear they may have to 
cut production of poultry 
feed, which accounts for 
about 40 per cent of output. 

But while fanners still 
have to buy some seed, and 
feed for their animals, they 
can put off purchasing new 
machinery. 

Last year, tractor registra- 
tions dropped by 18 per cent 
to 15,272. Last month, they 
were half the level of a year 
ago. The pain is being felt by 
dealers. The British. Agricul- 
tural and Garden Machinery 
Association, which repre- 
sents about 1,000 dealers, 
says it is receiving more 



Dealerships 
and markets in 
many parts of 
Britain have 
been forced to 
cease trading 


inquiries than ever about 
how to make people redun- 
dant 

Ian Jones, general man- 
ager, said the strength of 
sterling prevented dealers 
from exporting used mar-hin- 
ery, traded in by farmers 
when they bought equip- 
ment. 

Stuck with high-value 
stock, dealers were losing 


franchises as multinational 
machinery manufacturers 
rationalised operations. 

Four dealerships in differ- 
ent parts of Britain bad 
recently ceased trading with 
the loss of about 100 jobs. 
“I'm expecting to see a large 
number going out of busi- 
ness.” said Mr Jones. 

Livestock auction markets 
are also being squeezed as 
cattle and sheep producers 
straggle against low prices. 
“Since October, tilings have 
started to bite," said John 
Martin, secretary of the Live- 
stock Auctioneers Associa- 
tion. “The sheep trade is cat- 
astrophic. Prices are down 40 
to 50 per cent." 

That comes on top of the 
ravages of the so-cailed 
“mad cow” crisis on the cat- 
tle trade. Four markets have 
closed in the past few weeks 


in England and Wales, he 
said. “There's no sense of 
optimism at all in the live- 
stock industry.” 

The downturn in farming 
also appears to be depressing 
land prices after record fig- 
ures in the past two years. A 
fall in prices may he good for 
entrants to farming who find 
current levels prohibitive. 

Latest figures from land 
agents show stable or lower 
prices at the end of last year. 
Jim Ward, head of agricul- 
tural research at FPDSavills, 
property consultants, said 
farmland prices could fall 
further this year, particu- 
larly for lower grades. 

The firm’s latest survey of 
sales indicates greater farm- 
ing hardship in. the west 
than the east, where the_best. 
arable land is found andfcotf- 
fidence appears highest. 


Opposition jeers at beef sales curb 


By Alison Maitland 
in London 

The risk of dying from 
salmonella in chicken or 
being killed in a rail acci- 
dent is far greater than from 
eating beef on the bone, the 
UK opposition Conservative 
party will argue in a House 
of Commons debate tonight. 

It will brand Jack Cun- 
ningham. agriculture minis- 
ter, a “nanny" for banning 
beef on the bone in Decem- 
ber. It will say this was out 
of proportion to the risk of 
one in a billion of dying 
faced by an individual from 
eating such beef. 


The government ban came 
after scientific advisers said 
there could be BSE or “mad 
cow disease" in nervous tis- 
sues attached to the spinal 
column. Mr Cunningham 
added that the ban was not 
permanent and would be 
reviewed once the risk of 
BSE had gone. 

The Ministry of Agricul- 
ture said the ban was an 
effort to persuade EU states 
to lift the export ban on Brit- 
ish beef. "The British have 
undertaken to remove poten- 
tially BSE-infected material 
from the food chain and 
that’s what we're doing. 

Michael Jack, Conserva- 


tive agriculture and food 
spokesman, described 
tonight's debate as the last 
chance to overturn the ban. 
He said the debate should 
highlight inconsistencies in 
the government's approach 
to food advice. 

Figures comparing more 
common dangers with the 
risk of dying from eating 
T-bone steaks, oxtail, ribs 
and other beef cuts cooked 
on the bone were produced 
for the Conservatives by the 
House of Commons library 
research services. 

They show an individual 
has a one in 200 risk of dying 
in any one year from smok- 


ing 10 cigarettes a day, a one 
in 26,000 chance of dying in 
an accident at home, and a 
one in 500.000 chance of 
being killed on the railways. 
The risk from salmonella in 
poultry meat Is one in 5m. 

Mr Cunningham has won 
sympathy from Douglas 
Hogg, the former Conserva- 
tive agriculture minister. 
This was brushed aside by 
Mr Jack, who said he spoke 
for “the hundreds of thou- 
sands of consumers who fun- 
damentally disagree.” 

• Almost 60.000 cases of 
BSE could have been 
avoided had action to tackle 
BSE been taken earlier, says 


Professor Roy Anderson, one 
of the scientists advising tbe 
government on BSE. He says 
the disease was discovered 
hi 1985, but the connection 
leading to Its identification 
was not made for another 14 
months. 

His claims will be broad- 
cast by BBC television in the 
UK on Sunday. They will say 
a junior pathologist at the 
government's Central Veteri- 
nary Laboratory identified a 
spongy brain disease in a 
fresian cow, similar to scra- 
pie in sheep, in September 
1985. But the connection was 
missed .by senior officials 
until early 1987. 



By Robert Wrote, 
Economics Editor 
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Michael Jack, Conserva- in any one year from smok- BSE been taken earlier, says until early 1987. 
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Britain’s minimum wage 
should be set cautiously to 
begin with, at a rate of £3 
($51 to £3.50 an hour, accord- 
ing to a study by economists 
at the International Mone- 
tary Fund. The IMF’s view 
chimes with that of the UK 
Treasury, which does not 
want it to exceed £3.50. 

In an analysis prepared for 


their last annual check-up 
for the UK economy, IMF 
economists concluded that it 
was difficult to predict the 
impact of a minimum wage: 
“At levels of the minimum 
wage as high as £4 an hour, 
the employment effects are 
quite uncertain, but are 
likely to be negative". 

The study argued that a 
lower minimum wage for 
youths would help minimise 
job losses, but warned that 


too big a differential would 
encourage employers to sub- 
stitute younger workers for 
older ones. The government 
favours exempting workers 
below 26 from the minimum 
wage, but employers and 
unions are thought reluctant 
to exempt workers over 21. 

The IMF warned that a 
minimum wage would have 
little impact on poverty. It 
would also reduce fiscal 
transparency: “It would shift 


the cost of achieving social 
objectives from the Budget 
to private employers". 

The study expressed cau- 
tious enthusiasm for the 
government's welfare-to- 
work initiative, but argued 
that it will be important to 
learn from the experience of 
other countries. 

“Many details of Imple- 
mentation remain to be 
determined and could signifi- 
cantly affect the pro- 


gramme's success,” it said. 

“Although weifare-to-work 
is intended to be kept within 
budget even if unemploy- 
ment rises, there are uncert- 
ainties related to the infl- 
uence of a possible economic 
downturn if the steam goes 
out of the labour market”, it 
added. “Transfers of the 
unemployed into regular 
jobs would diminish, increas- 
ing the magnitude of the 
programme's task”. 


Track 
group to 
bid for 
tunnel link 


By Charles Batchelor, 
Transport Correspondent 

Railtrack yesterday 
unveiled plans to. take over 
the London Underground 
railway's track and signal- 
ling - and build the 
high-speed rail link from 
London to the Channel tun- 
nel. Railtrack is the priva- 
tised owner of most of the 
UK rail infrastructure, apart 
from that on the Under- 
gromuL 

The company believes its 
prospects of taking over 
London Underground's 
track and signalling have 
been improved by the inabil- 
ity of the London & Conti- 
nental Railways consortium 
to build the liOkm link to 
the tunnel within funding 
. limits. 

Separately, it emerged last 
nigbt that Railtrack had 
been in talks with Deutsche 
Morgan Grenfell, adviser to 
LCR's shareholders, about 
acquiring LCR and then dis- 
posing of the Eurostar pas- 
senger train service which 
runs from Paris and Brus- 
sels to London. If Railtrack 
does not step in, the most 
likely alternative is that 
LCR transfers to the public 
sector. Some or all of it 
would then be retenderedjto^ 
the private sector again: : : 

LCR’s problems could per? 
snade the government that 
handing the Underground 
infrastructure to a .single 
company would be less risky 
than awarding it to a con- 
sortium which needs to take 
account of conflicting inter- 
ests; Gerald Corbett Rail- 
track chief executive, said. 

Railtrack expects to bid to 
run the Underground's 
infrastructure, which the 
government is believed to be 
planni n g to break up into 
two or three private compa- 
nies and a single, publicly 
owned, operator of train ser- 
vices. The company believes 
it could make an acceptable 
bid to take over all of the 
infrastructure, even if the 
government decides to break 
it up. The heavy freight 
business of the former state 
network was broken into 
throe regional companies 
but finally sold to a single 
US bidder. 

Railtrack could make a 
mint! attractive offer for the 
entire network than individ- 
ual bidders could for 
smaller parts. Brian Mellitt, 
engineering director, said. . 

If Railtrack is to take on .' 
London Underground, it is 
expected to ask . to be 
allowed to btcM the tunnel 
link in stages. It calculates 
it could buDd the line from 
the tunnel to near Ebbsfleet, 
about 4.0km short of Lon- 
don. for a third of the total 
£4bn cost while gaining half 
of the total time saving of 35 
minutes. 


Machine tool output tops rich nation league table 

A US survey 
has reported 
an increase of 
98%, reports 

Peter Marsh 


O utput of machine 
tools has risen 98 per 
cent In the UK dur- 
ing the past five years, a fas- 
ter growth rate than in any 
other Group of Seven indus- 
trialise nation, according to 
a US report. UK machine 
tool purchases have 
increased by more than in 
any G7 country except Can- 
ada. 

Although the figures are 
explained partly by the eco- 
nomic cycles of the individ- 
ual countries, they underline 
the recovery of the UK's 
machine tool sector since the 
1990S. 


The G7 ranking 

Tool production (Sbn] 
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About half of UK machine 
tool output is for the auto- 
motive and aerospace indus- 
tries. The big increase in 
demand indicates how pro- 
duction capacity bas risen 
since the recession of the 
early 1990s. 

This year, output is expec- 
ted to be down 8 per cent 
and consumption down 6 per 
cent compared with 1967 as 
industry reaches the top of 


Tool consumption (Sbn) 


1997 

1993 

% 

mcrease 


1997 

1993 

% 

increase 

1.38. 

0.69 

98.0 

Canada 

1.70 

■ 0.55 

209.4 - 

3.57 

2.11 

69.3 

UK 

1.70 

0.68 

1502 ' 

0.96 

0.58 

64.1 

Italy 

2,55 

1^1 

94.4 

4.60 

3.17 

45.1 

France 

1.62 

6.88 

81.9 

9.75 

6.96 

40.0 

US 

7.23. 

4.35 

66.2 

0.47 

0-34 

38.6 

Germany 

4.07 

3.33 

21.6 

6.57 

5.40 

21.4 

Japan 

3.75 

■ 3J56 

4.4 ■ ■ 


an economic cycle. Accord- 
ing to Metalworking Insid- 
ers' Report, a US newsletter. 
UK production of machine 
tools increased 98 per cent to 
$l.38bn last year from $695m 
in 1993. Because sterling has 
risen against the dollar, the 
production increase would 
have been less if recorded in 
pounds. 

Last year Britain was the 
world's eighth biggest maker 


of machine tools. Japan was 
the largest with output of 
S9.75bn, up 40 per cent from 
S6.96bn in 1993. 

Of the other G7 countries. 
Italy pushed up production 
69.3 per cent to S3.57bn, from 
SKLllbn in 1993. French out- 
put climed 64.1 per cent to 
$957 m over the period and 
US production rose to 
$4.56bn, up 45 per cent Can- 
ada was up 38.6 per cent to 


$471m, while Germany, the 
world's second biggest 
builder of machine tools, 
saw output climb 21.4 per 
cent to J6.57bn. 

Machine tool purchases in. 
the UK were worth $i.7bn 
last year, up 150.2 per cent 
from $681 m five years ear- 
lier. Of the other G7 coun- 
tries. only Canada did better, 
with purchases more than 
trebling to $l.7bn from 
$55lm. 

More machine tools were 
purchased in the US than 
anywhere else last year, a 
66.2 per cent rise compared 
with 1993, France pushed up 
domestic consumption’ of 
machine tools by 81.9 per 
cent, 'with the figures for 
Italy and Germany 94.4 per 
cent and 21.6 per cent respec- 
tively. in Japan, purchases 
grew 4.4 per cent 

China 'experienced the big- 
gest slowdown In the pro- 
duction and consumption of 


machine tools ol any large 
country. Production of tools 
slumped 42B per cent over 
the period and purchases fell 
382 per cent as the pace of 
Industrialisation slackened. 
Currency movements' also 
affected . the figures. None- 
theless China last year - 
remained the, world's sev-_ 
enth biggest producer of, 
and fourth biggest market 
for, machine tools;, with pro- 
duction of $l.7bn and pur- 
chases of $2.9bn. 

While the ; UK stayed in the 
same position .in the world 
league table between .1993 ' 
and 1997 in production 
terms, ft . gained two places ' 
in the -canstimption: -league- 
table, going from' ninth, to' 
seventh, -and in. the process 

leapfrogging Taiwan,- South 
Korea and France. Canada 
whichhad. beehm 12tb posi- 
tion -in" .consumption dn; 1993 
moved above' the UK to sfidh 
spot Iasi year. . : •• 


UK NEWS DIGEST 


Banks ‘face big 




Mergers and. cost-cutting will put up to 20,000 jots at risk 

over the next two yeare as banks struggle to mamtain^ 

profits in ti w free of heavy technology spending, accord- 
ing to a report published yesterday. Tbe stud y, by Mitch- 
ell Madison, the strategic consultant, says changes in 
technology will cost banks £t0bxx (516-7bn) as they revamp 
ageing systems to cqperwiththe millenn ium bomb, the. 
single European currency and the competitive threat 
posed by supermarkets and direct providers.- As a result, 
are likely to be forced into mergers and cost-cutting 
as profits come- under pressure, the report says. “More ■ 
and larger mergers are likely , in an attempt to consolidate 
mar ket power and drive down non-IT costs, leading to 
reduced branch numbers and employment levels, with as 
many as 20.000 jobs at risk over the next two years,” the 
consultancy says. About 350,000 people are employed in 
the bank sector. 

• Tony Blair, the prime minister, and President Bill Clin- 
ton agreed during Mr Blair’s recent visit to Washington 
that the tsfm? 1 of the nriHennkun bomb should be put on 
the agenda for May’s G8 summit of leading industrialised 
countries in Birmingham, in the English m idla n ds. The 
prime mTnjgtor has also signalled his deter minatio n to use 
the UK presidency of the European Union to h i ghli gh t the 
need for action on the issue. Christopher Brown-themes 

■ THE ECONOMY 


Factory output prices up 0.7% 

Manufacturing output prices rase at an annual rate of 0.7 
per rant, the lowest since July 1996. the Office for 
National Statistics said yesterday. Weaker commodity 
prices helped slow the increase. Meanwhile. , the British 
Retail Consortium said shoppers flocked to cut-price sales 
in January after a disappointing Christmas. The consor- 
tium reported that the value of retail sales rose by 6.1 per 
cent compared with: a year earlier. Sales in -the year to 
December increased by 4JJper cent. Tbe OHS today pub- 
lishes its latest figures for retail price inflation, which 
analysts expect to remain stable at 3.6 per cent. Underly- 
ing inflation - tVi» measur e used for the government’s 
inflation target of 23 per cent - may edge-upwards from 
its-level of 2.7 per cent in December. J&diard Adams 

BOTTLED WATER - 


Sales up 56% since 1990 

Bottled water, once almost unknown in Britain, is now 
the fastest-growing sector of the UK soft drinks Industry, 
according to a report compiled by Premier Waters, the UK 
subsidiary of French group Danone. Last year the British 
consumed 784m litres of bottled water -13.5 litres a head 
- compared with 100m. in 1986. This is forecast to increase 
to lbnr litres before the millennium. The figure has risen 
56 per cent since 1990, whfle consumption of soft drinks as 
a whede has risen by 13 per cent. More than half the water 
sold is still, with Evtan taking 23 .5 per cent of the market. 
Stores’ own-label brands account for 27.4 per cent slightly 
more than the value of toe four other leading brands - 
Vittel. Buxton. Hi ghland Spring and Aqua Pura. London 
and the south-east is where most of toe bottled water is 
drunk, with 48 per cent of sales. The Scots account for 5 
per. emit.. John WiUman 
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High consumer demand lifts sales 

New car sales in January soared by an unexpected 12. 1 
-per cent to more than 232,000 on the back of continuing 
strength in consumer demand for vehicles. The figures 
follow strong sales last year, -when registrations increased 
12 per cent compared with 1996. But the Society of Motor 
Traders and Manufacturers noted that sales this year 
were expected to be about 24m; slightly below the 2.17m 
figure recorded- last year. Analysts also warned that ia«+ 
month’s figures showed a further deterioration in UK- 
sourced production, with imported cars accounting for 33 
per cent of sales; .compared with 34.4 in January 1997. 
Imports have beeri.risirig gradually in recent mouths! 
Mainland European manufacturers hi particular have 
been targeting the UK market because of the substantial 
profit margins-available after last year's surge in the • • - 
value of the pound. - 

• Sales of new co mme rci a l vehicles increased by more 
than 9 Per cent-last jpdnth compared with Janaury 1997., 
Demand forheayy'tnmfes, one of the’ economy’s best indi- 
cators. was parti colarlystrong with registrations rising' 
almost a^erjeenttoaeariy 4.000 units. Bcdg Simontan 
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• ThfcEurapean 

iCijfart^-PSrst 
Instance could 
te llable in 
damages - to 
parties whose 
rights', under 
the European 
: Convention 
on Human’ Rights had been ' 
breached -by- ’the Court's 
delay In hearing their cases. 

This -view was s ugge sted ■ 
recently in- a preliminary 
opinion of Philippe L§ger,- 
one of the six advocate-gen- 
erals of the European Court 
of Justice. ' in an appeal ' 
brought by a German welded 
steel mesh manufacturer . 
against a Judgment of the 
CFL 

The Court had partially 
rejected the company's claim . 
tbat a European Commission 
decision of August 2 1989, 
fining it for anti-campetitlve 
behaviour, ..should be. 
annulled. 

On October 20 1989. the 
company brought arinnlTniant 
proceedings before the Euro- 
pean Court of Justice. On 
November 15 1989 the matter" 
was referred to the Court of 
First Instance. The CF Ts 
judgment was not banded 
down until five and a half 
years later. 

One of the many grounds 
for appeal was that the CFI 
had breached the company's 
right to a fair trial within a 
reasonable period under 
article 6 of the convention. - 

The company argued that 
the long delay was not due 
to the particular circum- 
stances of the case, but 
rather was due to the CFI 
itself and thus the delay con- 
stituted an irregularity of 
procedure which justified 
the quashing of both the 
CFTs judgment and the orig- 
iti»i Co mmlssto n- dedsic aa 

Mr Lfeger first had. to 
determine whether the plea 
was admissible. Having reit- 
erated that the fundamental 
rights in the Convention 
formed an integral part of 
the general principles of law 
which both the CFI and the 
ECJ were bound to protect, 
be went on to find -that both - 
courts were bound by the 
principles as well - . ; 

He said all legal subjects. 1 
whether individuals or com- 
panies,: could benefit from 


the convention and thus 
were entitled to- be judged 
within a reasonable as 
guaranteed by' article fc of 
the convention. „- 

Having found the piva to. 
be admissible, the advocate- 
. generaT then ctmsidered the 
remedies available to the 
' company. Although it was. 
possible folr the ECJ to annul 
a CFI judgment when there 
-had beena misapphotionof 
the Jaw;. that was hot the 
. case in the present appeal. 
'-That : was because 7 the 
Commission's -findings 
against the a&pojlftnt. com-, 
-pany were not affected by 
the time takem by the CFI to 
reach its dedsioDL .* 

Thus- the-'. appeal on that 
ground had to be rejected. 
However, tbat did not mean 
the company did not have 
other remedies av ailab le to 
it . .' 

... Having conducted a brief 
tour d’horboon of the differ- 
ent remedies available in the 
various. European 'Union 

member states when h uman 
rights were infringed, the 
advocate^general found that' 
in most EU countries the rel- 
evant remedy was an action, 
for damages. 

There was no reason, he 
said, why such an action 
brought under articles. 178 
and 215 of the Treaty; of 
Home, could not : be available 
against the CFI when the 
Court had breached a per- 
sou’s human rights. 

. Although the CFI was the 
competent court to hear 
such actions, it would not be 
possible in the ' present dr-; 
cumstances for, it" 'to retain 
jurisdiction as otherwise it 
would be judging its- own; 
conduct. 

Thus, any action would 
have to be brought before 
the ECJ, which retained 
jurisdiction in . such circum- 
stances. By such an action, 
the effective ' protection of 
human ri gh ts anri, jn partic- 
ular, access to justice within 
a reasonable period, could be 
guaranteed." 

C-1S5J95P : ' Bausuxhlgetpebe 
GmbH v Commission, ' Opin- 
ion of Advocate-General 
L&ger, February 3 1S98. 

BttlCBiCQUBT CHAMBERS, 

J ; ' ’’ BRUSSELS 
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Kozyrev joins 
US drugs group 

Andrei Kozyrev, former Russian 
foreign minister, has been 
appointed to the board of ICN 
Pharmaceuticals, the California- 
based drugs' group led by Milan 
Panic, who himself served briefly 
as .prime .-minister of the former 
Yugoslavia in 1992/93. 

ICN Pharmaceuticals is expand- 
ing rapidly in eastern Europe and 
the former Soviet Union. In Russia, 
where it has a' workforce of 7,000 
and annual, sales now r unning at 
around Si 45m, it has acquired five 

ph»nnafMit1nik PTOdUCOS and ha«: 

recently opened a regional head- 
quarters' in Moscow. 

' Kozyrev, a liberal career diplo- 
mat, resigned in January 1996. He 
was first appointed foreign minis- 
ter of the Russian Federation in 
1990; when Russia was still part of 
tiie Soviet Union, and retained the 
post in newly independent Russia. 

. His departure two years ago was 
seen as a gesture by Boris Yeltsin, 
Russian President, to appease the 
communists and ultra-nationalists, 
who had scored strongly in parlia- 
mentary elections a month earlier. 

Kozyrev had been sharply critic- 


ised by Yeltsin for his failure to 
check Nato’s eastward expansion 
plans and his inability to bring suf- 
ficient Russian influence to bear in 

the former Yugoslavia. 

He was much admired in western 
capitals, however, and was credited 
with playing an important role in 
dis mantling cold war antagonisms 
after the collapse of the Soviet 
Union. 

He is joining ICN. at a time when 
the group is scrambling to consoli- 
date its position in eastern Europe 
after a spate of acquisitions not 
only in Russia but also in Poland 
and Hungary, which have been 
addded to the group's main busi- 
ness In the region. 

Kevin Done. London 

Diliza to lead 
Chamber of Mines 

MzolisJ "ZolT Diliza, who bag been 
appointed chief executive officer of 
South Africa’s Chamber of Mines, 
has a delicate task ahead of him. 
As the first black chief executive In 
the chamb er’s 108-year history, he 
must overcome the suspicions of 
both blacks and whites that he is a 
“token” appointee whose main pur- 
pose is to be a black face among 


the leaders of the country's big 
mining houses. 

Diliza, 49, could play an impor- 
tant role for the mining industry in 
negotiating with government min- 
isters and mining unions deter- 
mined to right the wrongs of the 
past. He told a news conference 
that be wanted to change the per- 
ception among South African 
blacks that the country’s mining 
industry had its feet in Africa but 
its heart in Europe. "We need to 
create an organisation that is polit- 
ically collaborative and part and 
parcel of the new South Africa/' be 
said. 

He has no background in mining, 
but his training and experience in 
industrial relations should stand 
him in good stead. In the 1970s and 
and 1980s he worked his way up 
the ranks of Grinaker, the cr.il 
engineering company, to become 
personnel manager, and between 
1988 and 1994 he was industrial and 
employee relations manager for 
Johnson & Johnson in South 
Africa. D iliza went on to become 
one of the leaders of the Indepen- 
dent Development Trust, a non- 
governmental organisation. 

Bobby Godsell. the chamber’s 
president, said Diliza was ideally 
placed to help the mining industry 


work with government and labour 
for “a public policy environment 
which encourages growth in min- 
ing”. Some black leaders, however, 
reacted with cynicism to the 
appointment 

South African whites are ner- 
vous about “tokenism” as well, 
particularly because of the failure 
of black empowerment at JCl, the 
mining group taken over by Mzi 
Khumalo. a former Robben Island 
political prisoner. 

A combination of the falling gold 
price and breaches of normal cor- 
porate governance procedures 
pushed the share price sharply 
lower. Kh iunal o was forced out and 
the break-up of the company now 
seems imminent. 

Diliza replaces Tom Main, who is 
retiring at the age of 55 after nine 
years in his post at the Chamber of 
Mines. During that time he played 
an important role in the World 
Gold Council and was sometimes 
known as “Mr Gold”. 

Victor Mallet, Johannesburg 

Citibank promotes 
d’Archirafi in Spain 

Francesco Vanni d’Archirafi, 37- 
year-old son of Italy's ambassador 


to Madrid, is moving to Spain to 
bead Citibank's corporate and 
investment banking division there. 

As president of Citibank NA he 
will be one of the US bank group's 
top four employees in Spain, with 
responsibility also lor Portugal. 

German-born and US-trained, he 
has been with Citibank for 15 
years. He began his h ankin g career 
at the New York office of lstituto 
Ban carlo San Paolo dl Torino. 

He is moving from London where 
he was responsible for global merg- 
ers and acquisitions business, spe- 
cialising in telecommunications 
and European markets. During a 
previous spell in the UK be ran the 
bank's structural financing side for 
southern Europe. 

He has also held posts in Peru 
and in Italy, where be played a role 
in advising the Italian government 
over the granting of licences for 
mobile telephones. His telecommu- 
nications experience should come 
in useful in Spain, since Citibank is 
an important partner of Spain’s 
Telefonica group in Latin America, 
with joint shareholding interests. 
His father Raniero Vanni d'Archi- 
rafi was previously European Com- 
missioner in charge of the single 
market. 

David White, Madrid 


Moving places 


■ COGNOTEC. the provider 

of foreign -exchange and 

money market automated 
dealing softwear, has 
announced expansion of its 
sales and marketing 
operations, opening offices 
in Hang Kong and 
Frankfort All offices will 
report to Pat Dolan, who was 
recently appointed head of 
global red **: Alan Rail ton, 
director sales, Asia Pacific, 
who joined Cognotec from 
Sunguard, win head up the 
Hong Kang office and wiD 
shortly announce offices 
opening in other major 
Aslan b usiness central 
Michael Mengel, who had 
snips and general manag er 
status at. Stratus and - 
previously Knlght-Ridder 
Financial, will head up 
Cognotec’S Frankfurt 
office. 

■ LGT ASSET 
MANAGEMENT has 
appointed two new fund 
managers to ita 
London-based emerging 
markets team. Bryan 
Colltngs is joining as head of 
its Europe. Middle East and 
Africa desk. He Joins Jxom 
Liberty Asset Management 
jn Johannesburg.' Frederique 
Carrier has joined the Latin 
American desk as analyst 


Carrier joins from BBV 
La tin vest where she has 
been a senior equity 
research analyst for five 
years. , 

■ Ken Ferguson, formerly 
chief financial officer at Dick 
Clark Productions, has 
joined NATIONAL 
GEOGRAPHIC TELEVISION 
as Chief finartHnJ officer and 
r»lripf artnrnii s trativp officer. 

■ ADVENT 
INTERNATIONAL, the 
global private equity 
.investor has appointed 
Joanna James managing 
director of its Central 

European tpam , an d Will 

Schmidt and John Singer 
manag in g directors, Europe. 
John Walker becomes 
chairman Europe, in 
addition, and reflecting the 
firm's investment activity in 
Europe, Steve Tadler, a 
managing director from 
Advent International 
Corporation in Boston who 
led the US team responsible 
for all North American later 
.Stage inves tment *, joins the 
London office. James has 16 
years’ experience in private 
equity investment, with Si, 
Kleinwort Benson and 
Advent International, which 
she joined in 1995. Schmidt 
joined Advent International 
in 1988, Singer joined in 1993 
and Tadler joined in 1985. 


■ Seth Page, European 
director of investments and 
business relations, has left 
the State of California’s 
European Offices of Trade & 
Investment to become 
vice-president at New 
York-based investment and 
merchant bank, 
BLUESTONE CAPITAL 
PARTNERS. Page will be 
responsible for corporate 
finan ce transactions with 
emerg in g growth an d 
mid-size companies 
throughout the European 
and US technology sectors. 

■ The supervisory board of 
BAYER has nominated 
Werner Spinner, 49. 
currently general manager 
of the Consumer Care 
Business Group, to the 
company's board of 
man agement. After the 
annual stockholders meeting 
on April 30, he will take over 
the chai rmanshi p of the 
board committee for 
marketing and logistics from 
Manfred Pfleger. 60, who will 
then start his pre-ret i re men t. 

■ INTERMEDIATE 
CAPITAL GROUP, the 
European provider of 
mezzanine finance, has 
appointed Eric Licoys and 
Peter Stone non-executive 
directors. Licoys, 59, is the 
managing director of Havas, 
the French media and travel 


group. He v.as previously 
president of Foods 
Partinaires-Gestion. the 
French private equity fund 
or Lazard Freres and 
chairman of Association 
Francaise des Investisseurs 
en Capital. Stone. 51, is a 
director of Close Bothers. 

■ PITNEY BOWES has 
announced the election of 
Murray Martin, president. 
Pitney Bowes International 
and Dennis Roney, 
president, Pitney Bowes 
Office Systems. Both will 
report to Marc Breslawsky, 
president and chief 
operating officer of Pitney 
Bowes. Martin, currently 
president of Pitney Bowes 
Copier Systems, will assume 
responsibility for all 
international products 
operations - excluding 
finan cial - and business 
services and facsimile in 
Europe and Canada). Roney 
will retain his responsibility’ 
for facsimile systems 
operations and assume 
responsibility for copier 
systems operations. 

■ Peter Ragauss, 40. has 
been named vice-president of 
finance and portfolio 
management for AMOCO 
ENERGY INTERNATIONAL 
in Houston. Amoco Energy 
International is an umbrella 
group for Amoco s oil and 


gas exploration and 
production and power 
businesses outside North 
America. He has worked for 
Kidder, Peabody & 

Company. Tenneco, and El 
Paso Energy Corp. 

■ LCC INTERNATIONAL, a 
prorider of radio frequency’ 
engineering and network 
implementation services and 
products to the international 
wireless telecommunications 
industry, has announced 
that Geoffrey Scott Carroll 
will join the company as Its 
new president and chief 
executive. He replaces 
Piyush Sodtaa. 

■ CREDIT SUISSE FIRST 
BOSTON has appointed 
William Battey managing 
director of the Asia Pacific 
debt capital markets 
division. The 

Hong-Kong-based position is 
newly created. Battey. a 
19-year veteran of the bank, 
will oversee fixed-income 
research and syndication in 
the region and will also sit 
on the bank's regional 
operating committee. He was 
previously head of the 
Yankee bond business in the 
bank’s New York office. 

■ SALOMON SMITH 
BARNEY has named Paul 
Underwood rice-chairman 
and director of its private 
client branch system. 


Underwood, who also joined 
its operating committee, will 
manage Salomon Smith 
Barney's domestic branches. 
Underwood was previously 
senior executive 
vice-president. He succeeds 
Michael Panitch, who is 
retiring. 

■ TRANSPORTADORA DE 
GAS DEL SUR, has 
announced that Eduardo 
Ojea Quintana has been 
named chief executive, 
effective March 1. Ojea 
Quintana joined the 
company in 1992 as a part of 
the original management 
team responsible for 
assuming commercial 
operations of the company 
upon the privatisation of 
Gas del Estado. He succeeds 
George Wasaff who was 
recently named principal. 
Southern Cone for Enron 
International, a subsidiary of 
Enron. 


International 

appointments 

Please fax information 
on new appointments 
and retirements to 
+44 171 873 3926, marked 
for international People. 
Set fax to 'fine'. 


BUSINESS OPPORTUNITIES 

REAbegS. ME RECOMBBEDTOSSK APPROPRIATE PROFESSIONAL BEFORE BfTERMG WO COMRTWENTS 


PERFORMANCE BOND 
REQUIRED 


Medium sized and very^ experienced ISO 9002 Accredited - 
Electrical and Insoumeatadcri' caona^ng company require*. 
10% Assurance Compaayor Bask On Default Performance 
Bond on a fee only basis for a £10afinko.+ Labour (app 65%) 
and Materials (app 35%) single sourced and negotiated 
Alliance 2 year (max), with separate preHnriuarie*, Tower 
Generation unit rate comract withzn ihe United Kingdom' for a . 
Internationally : respecied Bine chip Quality client. i 

Current years projected turnover a p pro xim ately £5-6 million. 
Company with much valued blue chip and respected clients ' 
but has only operated for 2 +. years following the previous 
company, of 20 years experience and profitable trading, going 
into Voluntary Receivership on oae very bad project. 

This company -would be very interested in receiving details of 
any firm within the UK or outside the UK who would be 
interested in supplying this bond on a fee only basis and 
additional ongoing business is available for die right company. 

Would interested parties who value Joint and- Mutual 
Commitment, Trust, Honesty, Respect and Integrity on an 
without fear basis and know the meaning of Quality 
Partnerships and Team working pl ease provide details to: 


Box B5707, Financial Times. 
One Southwark Bridge. 
London SE-f 9HL 


Access Screened Investment Opportunities 


Included in Jan Report 
Virtual Conferencing 
Specialist Coatings _ 
New Mitring Tool 
ReaxaelyUpdaicrfikCWHSh 
Credhmaiteis Database 
Video Dispensers. 
Hovercraft Service 
Internet Services Provider 
HeaJthcheek Software 


£ Included in Feb Report 
500k PrcsigeGanie fishing Tackle. 
250k SMEConsultanpy . 
100k GoW Prospec&ig 
200k HhhHB8nceCompuy 
400k Visual Business Flamer ’ 
'400k lafies Only Fitness pubs - 
5 Do Promotional S/WlYoducis 
55k Exiric Travel Guides. 
450k IT & Globa] Training 


W 

400k 
350k 
250k 
50k 
50k 
750k 


fill details available through TRIAL SUBSCRIPTION 
Kess a regular flew of screened businesses seeking equity capital 
□j reviews business plans Sc meets (be entrepreneurs concerned 
'Presenting to VCR subscribers in London, 19 February 


Venture Capital Report 01865 784411 



PERSONAL 

NUMBER 



MISSING 


Don’t miss out on o business opportunity that's 
too good to miss - Personal Numbering . We ore 
looking for madrated entrepreneurs to join us. 
ybuvnH enfry a shneof the income from ongoing 
One 'mnml.mjmcm.fnm incoming caff traffic. 
You'B oho ham the opportunity to build y ourdw n 
dealer base fearing to high margins and profits. 

. 7b discuss the Premier Dealer opportunity, call 
Jamie toe now on 07000, 707070. 

Mhumum'arnuUnem dm £20.000- 


Publishing Companies 

Our client, a rapidly growing -UK- listed 
publisher, is seeking to acquire publishing 
companies and new publishing opportunities 
with a turnover or potential turnover from 
£500,000 up to 220m. 

’ For a confidential discussion, please contact: 

Ed Tranham, Tranham Associates 
1 1 Mein Street, Caidecate. Cambridge CB3 7NU 
. ... Tel: 01223 263753 Fax: 01223 263899 A 


LISTED SHELL COMPANY 

. 3.25m Cash Available 

‘ Seeks Private Company with profits 
of circa £lm+ for Reverse Takeover 
Full Board control available. 

Write to; Box BSO06. Financial Times, : 

One Southwark Bridge. London SEX 9HL 





awcNiiE® 


IM2T 




Diamond set hearts from 
ROWLANDSONS JEWELLERS 
Diamond dealers at Source 
0850 793844 AND WEEKENDS 





£ 




# SCOTLAND ' 

■ PROJECT MANAGERS! 

■ QUANTITY sukvsiO RS ■ 
a BUILDING SURVEYORS ■ 

A firaenre with ■ number nT 
'regional offices in England seeks 
acquMdoo of or mogB- with a 
HmaD practice wttb a base In 
eltfacr/or/both Edinburgh 
andGlwgow. 

m» opportunity has arisen 
doe to a devdoptitg kng term 
workload In Scotland. 

Principles only should apply tat- 


Financial Tbxm 
One BooUkwixfc Bddft 

(jywtofl 8E1 


OFFSHORE 


COMPANIES 
Z* TRUSTS 
2ND PASSPORTS 


Far budnor ml imuriLarjemcr tvuuct: 

Ptftun ZU, Dvttur 
INTERNATIONAL COMPANY 


SERVICES (UK) LIMITED 
|Standbfook House, 1 -5 Old Bond Sl 
L ondon, W1X 3TB. 

Tel: +44 171 493 4244 
Fax: +44 171 491 0605 

£-Mail: uk-info@icsl.com 
http-7/www.icsLcom 


Privately owned group, 
king established in bmkEag 
materials, b looking for 

WEisraiisaTr 

(gxpMMKiairoii© 

Sealants* adhesives and 
coatings sectors favoured - 
prodnos, acquisition, joint 
vesture, etc. 

T/o £3m to £2©m. 


Bqjly to Bm Ho. BSTO, KuseferriMi 
One Souhwut Bridsc, London SE1 PHL 


'C orporate c oreuuAgr 

tfctired££(X;0f fcferf company. . 

K. price na fa giW : .. 

' -y.i^teawBihhp.;- ••’ 





PROGRESSIVE roWAHY 

IN NICHE MARKET 

wislies to procure consbudon 
eippmenl and enter into a 
lease back arrangement 
with suitable tends. 


*a to- 8578*. ITwrH Tfcatt 

■ KIM. 


Wants) to Purchase: 

Takeover or majority of fully 
licensed stockbroker on UK 
Exchange. Present management 
can stay. Also inactive company. 

Body to- Boa BSM2. FfasodrilW 
Ora gsudnork Bridge. Landau SE1 VHL 


SEED CAPITAL INVESTORS aught lor 
highly aualrfied dynamic biotech 
pharma, so ftw ar e, party stag* «'s with 
potential to list within S-S yrs. CaU 
Karen TMtor gist 228 6791 


INTERNATIONAL 
INVESTMENT FIRM 

it looking fee qualified companies 
in the UK. Europe and Pacific Rim 
inicresed in public status in 
the United States, including 
access to US equity m a r l trtv 
Companies with proven 
per fo rmance can o peci a 
professional e ngagem ent at 
materially remediates as a 
ctmaideratioa for an equity position, 
in addition wc require agents m 
Europe to market our service. 


l-'iti lllrilirr !lUnrin.iliiiii: 
I’hnCi- 44 I6| <>;■> ?<vS4 
I ..V-J4 !<>l 
I I S\ 


£2,000 - £30,000 


Private Investors 
Wanted 


Mature experienced C-A. t mmei s m a n 
$oekt development capital for £3Um 
turnover company with recently 
esubisihed pood trade record in mchc 
high value computer -baxed publishing 
wrvaea. Now hat capid grow* pnwpocn. 
Invetuuent eligible hr EIS i MS cub 
bade free flora CGT) aid Banvatznera 
(up to Mfi CCT defer*] i refef* 

Box No: B570B. Pbrenctal Time*, 
Ono Southwark Bride*. 
London SCI 9HL 


Software/Hi Tech 



✓ 




ASPIRING 
MILLIONAIRES 

Call and Listen. 

Not MLM or franchising. 
Call 0181 136 4613 

(1A hr* regarded mmage cha rged 


OVERSEAS 
MAJOR MASTER 
LICENSE 

www.BetterwHre.co.uk 

Fax: +44-1222-452544 


BUSINESS SERVICES 


XT Entrepreneurs - How to Develop Markets in the USA 
IBDNET™ Global Busi ne s s Association 
One day coafcrence with distinguished panel of speakers 
Venture Capital. Marketing, State Incentive Programs 
Export Assistance, Location & Legal Consideration. Banking 
1 April 1998 - Royal Automobile Club - London 
£395 include. VAT, lunch, reception & educational materials 
Pbone: UK01S1 -780 - 9292 USA212-867-7110 
www-global-hnsfaaessmrg 


Spiral management 

for project supervision or the 
sale or purchase of any 
comnxxSty in excess of 
£100.000. 0181 661 0509. 

The location and 
management company 
paid only upon results. 


TELECOMMUNICATIONS 


SAVE ON 
INTERNATIONAL 
PHONE CALLS 


• Digital SwfccWngmbor 

Oodc I into 

• ATATandOttwr Ntmorin a 

• Un trora Homo, OtBca, 

HoMt, Cad Phonos 

• 24 Hour Cuatoroor Service 
CM now lor New Loer Ratal! 

Tel: 1-206.284.8600 

Fax: 1J20&270.0009 
Unee open 24 Hours! 

kali back 


OFFICE EQUIPMENT 


ITALIAN 

OFFICE FURNITURE 


Highly Discounted 
Direct from Manufacturer 


ARCHIUTTI SHOWROOM 


69-73 rhesnaio s Street 
London WC1X 
Tel: 0171 631 «T8 


BUSINESS OPPORTUNITIES 

PROJECT AND COMMERCIAL funding 
availaaie to UP and miainarronai 
dtons Anglo Awenean Group Pfc Tot 
01 201 365 ?a*:0l92« 201 377 


EXPERIENCED MANAGEMENT TEAM 
WITH ACCESS TO 

SUBSTANTIAL INSTITUTIONAL FUNDING 


YOU 
WE 


are a listed pic (Full or AIM) with an existing 
business in property, leisure or allied trade. 

have business assets and equity and debt 
financing ready to inject into such a vehicle. 

Non wits attti outline details to: 

Box fc. B7I1, Ruaamal tins. Ore Sflettwmk BrUge, London set 9B. 


SWITZERLAND 

Incorporation and 
administration of swiss and 
foreign companies. 
Mail - Phone - Fax services. 
Bank introductions. 

OPTIMA FIDELITY SA. 

lb Ptacr LoojtrtnaHe. 

PO Box 3520, CH-12U Grama 3, 
Tel: 4U2 }!*•««• Fra 4122 Jt (Ml 0.1 

En»»fl : opdfidJSbhieTrkLdi 


Angera, Levin & Baltz 

r*^gnrrvf rri||l/r , p ,,, ri | «HT»T 

Cost Effective Representation 
of Global Clients in VS- Courts 
U.S A offices in New York, 
New Jersey, Pennsylvania 
908306.1500 fax: x!900 
Email: A3jf@angeralaw.com 


U.S. A OPERATIONS 
NEW YORK CITY 


Iidenutieoal Accounting and 
Consulting firm with offices 


situated Midtown, New York 
City, in a major high security 
office ballding, has ed 

services available: 

Services available include: 
receptionist, word processing, 
computers, internet access and 
complete tdecannnunicaliana 

We can act as your office 
headquarters or re present a tive for 
a start-up bwamess or for an 
overse a s com pa ny. Our firm is 
well connected with the invest- 
ment & venture capital community 

We have over 40 years cf 
intemalional experience in helping 
foreign companies starting in the 
U,S. or looking for a U.S 
headquarters. 

Please contact us at 
Tel: 212-265-7500 
Fax: 212-265-7638 
E-Mail: ro nin tl(S'aoL com 
Att: N. Woodcock 


CONTRACTS & TENDERS 


ANNOUNCEMENT FOR PREQUALIFICATION 
PROM EREGLI IRON & STEEL WORKS, INC. 
(ERDEMIR) TURKEY 


n. 


iv. 


Announcement it hereby mule to prequalify firms in older to issue id 
hnmt»ritm«l Tender for the project named “Continuous Galvanizing Line' U> 
be cofetniaed on TURNKEY BASIS for cold tolled ifull hardi coib in the 
integrated Sled Plant of EREGU DEM1R VE CEUK FaBRIKALARI TA$. 
totaled U KDZ.EREGU/n.lRKE1'. 

PROJECT NAME: CONTINUOUS GALVANIZING LINE (CGLl 

This project comprises the foflovrinf facililies whidt shall be nwafled oe the 
cost side of dicing NoJ Cold Mill and near to She Continuous Aimeafing Line: 

ai Continuous Hot Dip Oajvsoislng Line with a production capacity of 

25<X00ntpy and max. process speed of IXO mr<n. 

b) Padasing Line for ibr product coils. 

Cl Ptarical Control R«ma. Hydraulic Rncma and Auxiliary Facilities 
Prcqualified conrpanius shall parocipate in die Bidding for dll above f whites 
as a complete package. 
flL FINANCING 

This projecl shall be financed through ERD EMIR'S own souires and the 

supplier's found credit. 

Only the jrequahfnxt companies shall be invited lo bid. Documents reg a rding 
the prcqualiftcabon shall be issued to those who an>ly in writing to ERDEMIR 
by the dale stated below. Delayed applications for prequalification shall doi be 
taken into consideration and thus will not be mviied to baL 

V. Dunns !he bhldcr'i qualification. Ibe following poinfi will be taken into 
e g e tkkn aarr 

a) Baida mien have adequate tapertanc* for tbcestsMishniem of sutqeci laalb). 
IT the bidder is a trading company, the bids must be submitted together with 
another tedmea! sub-supplier whose qudlificaiiCR> meet the requirements, 
bj The rotvHipptiera selected by the bidden must be experienced companies in 
their respective fields. 

ct Bidden must also have Satufactoiy qualifkaiions in terms of tiior financial 
status. 

VL The prequalifkairon a^licailon for ibe uboie memliced project must be 
submitted to the belm address, on or before 17.00 hotm local time on 9th 
Match 1498. 

ERDEMIR 

MtlHENDlSLlK V£ YATIPJMLAR GEN EL MCDOR YARDLMC11JG1 
67330 KDiEREGLXTURKEY 
Fat Na f+90) 372 3 1 62115-32363 10 

5UB1ECT; Prequiiifkatioo Appikatiaa For CcaUniuotB Galvanizing Lmc iCGL) 
VIL All entttpondme shall be in the English lanpuge 
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TECHNOLOGY 


An array of radical techniques for tackling cardiovascular disease is developing, writes Vanessa Houlder 

Affairs of 
the heart 


# 




Machines 
and medicine 


S ome statistics never lose 
their ability to shock. 
Cardiovascular disease. 

the leading cause of death 
in the world, kills more than 12m 
people a year. In some countries, 
such as the UK, it Is responsible 
for one in every two deaths. 

The costs in terms of human 
misery, medical care and lost 
pn ming s are immense. In the US. 
the total bill from heart attacks, 
strokes and other cardiovascular 
diseases is set to reach S274bn 
(£164bn* in 1998. according to the 
American Heart Association. 

But this figure conceals glim- 
mers of hope. One reason behind 
the escalating costs is the devel- 
opment of better - and more 
expensive - ways to treat dis- 
ease. 

An extraordinary volume and 
variety of research is under way. 
Innovations are occuring in sur- 
gery. genetics, molecular biology 


and electronics that could have a 
profound impact on heart treat- 
ments. 

Many of the most promising 
developments stem from funda- 
mental scientific advances. “The 
contribution of basic science - 
physiology, cell biology and 
genetics - has brought a huge 
amount to bear on our under- 
standing of cardiovascular dis- 
ease." says Professor Brian Pen- 
tecost. medical director of the 
British Heart Foundation. 

This point is reinforced by the 
American Heart Association, 
which has drawn up a list of 
what it considers to be the top 
research advances in cardiovas- 
cular disease during 1997. It 
includes: 

• Gene therapy, whereby 
researchers have injected genes 
into a patient's leg so that it 
grows new blood vessels. This 
allows blood to flow around the 
obstruction, makin g a “natural" 
bypass. 

• Understanding the influence 
of long-term, low-grade inflam- 
mation of blood vessels that feed 
the heart and brain in triggering 
heart attacks and strokes. 


• The success of the cholesterol- 
lowering drugs known as “sta- 
tins" in reducing the risk of heart 
attacks. 

• Identifying the possible role of 
chlamydia bacteria, which causes 
a common respiratory infection, 
in initiating heart disease. 

What mi gh t appear on future 
lists? A strong - if controversial 
- front-runner is xenotransplan- 
tation: transplanting organs from 
animals to H umans . The US Food 
and Drug Administration has 
recently outlined plans to allow 
limited clinical trials of the tech- 
nique. although some researchers 
oppose the move on the grounds 
that it could lead to animal 
viruses infecting humans. There 
are also doubts about whether a 
pig’s heart could cope with the 
load carried by a human heart 

Whether or not xenotransplant- 
ation is the answer, the shortage 
of donor organs is fuelling the 
search for alternatives. The quest 
for a successful battery-powered 
artificial heart which dates back 
nearly 30 years, is continuing 
despite many setbacks. 

Researchers at the Texas Heart 
Institute, with the John Rad cliff e 



ScMnca Photo Ussy 

Straight to the heart: coronary artery angioplasty, whereby a balloon catheter, is used to free an obstruction . 


Hospital in Oxford, are working 
on a thumb-sized pump, which 
could take the load off the dis- 
eased heart, giving it a chance of 
recovery. If . successful, it would 
be a radically new approach to 
treating heart disease. 

Other surgical innovations are 
emerging. When a heart starts to 
fail, the efficiency of the pumping 
mechanism declines as the left 
ventricle enlarges. In Brazil, spe- 
cialist Dr Randas Batista has 
developed an operation in which 
a section of the left ventricle’s 
muscular wall is cut out, leaving 
what is left to pump more effi- 
ciently. 


In another surgical advance, 
Heartport, a Californian medical 
technology company, has pio- 
neered minimaHy-mvaslve “port- 
access" surgery. This technique 
allows surgery to be performed 
through small incisions or 
"ports" in the chest wall. . . 

The Heartport technology 
involves temporarily stopping the 
heart while surgeons operate 
CardioThoracic Systems, another 
Californian company, devel- 
oped a technique for performing 
a minimally- invasive coronary 
artery bypass on a heating heart. 

The advantage of both tech- 
niques over traditional 


open-heart 'surgery - in which 
the breastbone Is . sawn in half 
and the ribcage spread open - is 
that patients suffer less trauma, 
scarring and pafn. As yet, how- 
. ever, many surgeons. are not con- 
vinced of the overall benefits of 
the technique. 

Alongside advances in surgery, 
there are continuous improve- 
ments in medical devices, such as 
pacemakers and the stents- that 
keep blood vessels open. Sophisti- 
cated electronics are allowing 
some equipment to be miniatur- 
ised, so that it can be used at 
home, rather than at hospital. 

For example. Medtronic, the 


Minneapo!r5 b3sed tn^lical 
nology company, has launria.il 
cardiac event monitor th.it 
inserted under the skin ui tftr 
chest. It. is "the first ‘.tap u. 
bringing' sophisticated monitor- 
ing systems from rhe hospii::* 
into the home”, wys the 

pany. . . . _ 

Defibrillators, which comer 
irregular heartbeats, can .ibu he 
implanted. They’ were found i*i h 
large study last year to tejrtairjy 
better than drug treatment, ana 
could benefit thousands of people 
. with irregular heartbeats. 

Portable defibrillators art .il*n 
becoming easier to use. These 
used to require an operator v- 
could read and understand an 
electrocardiogram, which 
the heart's electrical impulses. 
Now. companies such as tteari 
stream of the US are iM.tkfUf.- 
light, compact machines that can 
be used by people such as airline 
cabin crew with a small amouni 
of training. 

There is no doubt , that many 
lives can be saved through tech- 
nical advances, bui factors such 
as obesity, lack of exercise, smok- 
ing and" an ageing population 
seem to guarantee a continued 
heavy death toll from heart dis 
ease. 

Ultimately, the best hop* of 
tackling cardiovascular disease is 
a better understanding of cause 
and prevention. Being able to 
repair the damage would be won- 
derful; being able to prevent it 
would be even better. 

The first article in this series 
appeared on February 3. 


I 


* 


F or the millions of people 
worldwide who suffer from 
atrial fibrillation, a cardiac 
disorder in which the heart quiv- 
ers weakly instead of beating 
rhy thmicall y, doctors COOld offer 
no care and little hope until 
recently. 

The defect causes blood clots, 
and according to the American 
Heart Association, accounts for 
about IS per cent of all strokes. 

Bat recent developments by 
Biosense, a small Israeli com- 
pany. are being used to diagnose 
and treat atrial fibrillation and 
other cardiovascular diseases. 
Biosense, recently bought by 
Johnson & Johnson of the US. 
has created an intrabody naviga- 
tion system that provides doc- 
tors with a high-tech road map 
to a patient’s heart It is already 
being used In 50 hospitals 
throughout the US and Europe. 

Shlomo Ben-Halm, Bfosense 
co-founder, conceived the tech- 
nology while studying clinical 


Navigating the way back to natural rhythm 


medical procedures at the Uni- 
versity of Iowa in 1992. “I 
noticed that certain procedures 
we were performing could be 
improved significantly with the 
incorporation of navigation tech- 
nology." he says. 

Drawing on Global Positioning 
System technology, which uses 
satellites to pinpoint locations 
anywhere in the world. Prof Ben- 
Halm and a team of engineers 
designed a system to navigate 
inside a patient's body. It aims 
to replace fluoroscopy, an X-ray 
based imaging technology widely 
used in catheterisation labs and 
operating rooms. 

Biosense's core technology is a 
triangular pad placed beneath 
the patient's bed and a standard 
catheter - a thin plastic tube - 
equipped with a special sensor 
tip. Coils at each angle of the 


pad generate a magnetic field. 
The catheter is inserted into the 
heart via an artery in the leg. Its 
sensor picks up signals from all 
three coils, enabling it to be 
tracked to within 1mm. 

Probing the heart’s inner sur- 
face, the sensor records data and 
generates a colour-coded, 
three-dimensional screen image. 

Colours can be altered for dif- 
ferent procedures. For example, 
the company's Carto system, 
approved for diagnostics last 
year by the US Food and Drag 
Administration, uses red to 
depict electrical signals. 

On screen, the electrical cur- 
rent in a normal heart appears 
as a red burst originating from a 
single site, or pacemaker. The 
red energy spreads and flows 
smoothly downwards across the 
snrface of the image. In mild 
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Biosense's sensor tip: at the leading edge for treatment for cardiac disorders 




arrhythmias, poises from addi- 
tional pacemakers which cause 
the irregular heartbeat are 
clearly visible as additional red 
energy sports. 

Mild arrythmias can be cor- 
rected via ablation, a procedure 


in which radio waves are applied 
to sever the path of the 
unwanted pulses. However, abla- 
tions using conventional fluoros- 
copy technology are not precise 
and require heavy exposure to 
X-rays, says Uri Yaron, Biosense 


project manager. La addition, in 
complex arrhythmias such as 
atrial fibrillation the flow of 
energy is chaotic, and cannot be 
treated by conventional ablation. 
With Carto, the dozens of 
sources and paths of unwanted, 
energy are accurately cut with 
microwaves, using the same sen- 
sor which probes the heart. 
Each ablation is marked on- 
screen as a red dot. marking, 
where the radio waves have been 
appfied. * • . 

"About 80 patients .in Europe, 
have been successfully treated 
for atrial fibrillation using this 
technique over . the past six 
months,” says .- Prof Ben-Haim.. 
"After a treatment of an honr or 
two in a cath lab, they walked 
out without the arrhythmia.”: 

Another ; Biosense \ system ^ 
based on the same core technol- 


ogy, Noga, deals with coronary 
artery disease, which is normally 
treated by bypass surgery or 
insertion of balloons to open 
clogged arteries. 

•' With Noga, cardiac tissue dam- 
aged: by clogged, coronary 
arteries is colour coded to differ- 
entiate between functional and 
dead tissue. .The FDA has given 
the green tight for an experimen- 
tal treatment - still unproven - 
that could prove an alternative 
to bypass surgery. 

About 20 patients have under- 
gone direct myocardial revascu- 
larisation using Noga at the 
Washington - Hospital Center in 
Washington DC. In DMR, small 
channe ls are drilled into cardiac 
tissue to revive blood vessels in 
-lifeless. tissue. The procedure has 
been done in surgery, bnt with 
Noga it is carried out with a 
catheter and; laser. 

Avi Machlis 


•f . 


BUSINESSES FOR SALE 


PLASTIC HOUSEWARES 
MANUFACTURING 

South Wales 

The opportunity arises to acquire a 
manufacturer of plastic household products 
following the appointment of Joint 
Administrative Receivers on 3 February 1998. 

The business comprises: 

• Plastic injection and compression moulding 
facilities approved to ISO 9002. 

• A Blue chip customer base in the retail 
sector. 

• Long term supply contracts in the Airline 
and Catering industries. 

• Modem manufacturing and storage facility 
of approximately 70,00 sq.ft. 

• Turnover of £4.75m Q997), export content 
of 25% to 30%. 

• Approximately 100 employees. 

Immediate enquiries are invited to: 

DA Howell and PRC Den sham 
Joint Administrative Receivers 
Price Waterhouse 
Haywood House 
Dumfries Place 
Cardiff CF1 4BA 

Tel: 01222 376255. Fax: 01222 374124. 
(Contact Roger Hale or @1) Orchard) 




ROBERT BARRY 


<NE CO 


Price Waterhouse 


II 


This adirertiMment has been atroioved by Price Waterhouse. 
3 hrr authorised by Hie institute tri Chartered Accountants m 
England and Wales to carry on investment business. 


Humberts Leisure 


North Wales 

Well established 
seaside resort hotel 

Prominent seafront location with direct 

beach access 

74 en-suite bedrooms 

28 chalet style apartments 

(long leasehold) 

Restaurant (200 covers) 

Spacious sea-facing bar and patio 
Function room 

Lesiure complex with heated indoor pool, 
spa bath, sauna, solarium and gym 

Extensive car and coach parking 

For sale freehold as a fully 
operational business 

12 Bolton Street • London wiy 7PA 
Tel: 0171-629 6700 Fax: 0171-409 0475 


HOTELS • GOLF • LEISURE 


HOTEL, LEISURE & LICENSED PROPERTY SPECIALISTS 

HOTELS FOR SALE 

Walton Park Hotel, Clevedon, Nr Bristol 

Imposing business & conference orientated 3 star hotel 

• M5 about 2.5 miles 

• New Severn Bridge/airpon within 15 miles 

• 40 en suite bedrooms - scope for more 

• Conference suite and meeting rooms 

■ T/O £ 1 .027 million under management 

Offers around £1.5 million freehold complete 

Sooth Coast 

Popular, fully licensed bar & restaurant business 

• Imposing property with uninterrupted views of the sea 

■ Extensively refurbished bar and restaurant 

• 22 flats, car parking and sun terrace 

• Net T/O around £1.5 million (Y/E April ’97) 

Offers around £1.75 million freehold complete 

• Substantial block self catering Oats, swimming pool 
and land also available (Reft C. 2116) 

Contact: Mervyn Cully 

TEL: 01285 641642 Fax: 01285 650843 

e-mail: efSirobertbarry.co.uk 

SALE OF ASSETS OF 


BANQUE PALLAS STERN - C0M1PAR 

and their subsidiaries in receivership 


Liquidators 

inform all interested parties that they have been appointed to 
carry out the sale of all or part of the assets of the 
above companies, which consist mainly of: 

— Office or residential real estate located In — 
Barcelona, Brussels, Lisbon, Madrid and Parte 
Sundry shareholdings in industrial 
or commercial companies 

Bank loans and receivables 




Interested parlies can obtain a description oi these assets, 
together with the terms and conditions tor making an otter, 
upon request before the 


,6fh March 1*99S 


addmssedu — — - 

Lupuilalurs 

Baoqva PAilftS ST0» - COftHPAH & THBH SOBSOHAHIES 
4, me PanMMAry • 7B11GMUUS - FM8CE 
TfHSpfttjBK 33 1 5E 2S 21 00 • Far 33 1 56 2S 21 27 


FOR SALE 

Leading Branded Ladieswear Manufacturer 

(day and evening collections medium price) 

■ Mainly Uriiitd Kingdom Blue Chip customer bus* und some export. 

■ 10 yearn tiuuhnll. no liabilities and an uaceUent ongoing mleitMck. 

■TVmovnr S4 milium* 

■ Vendor willing, to cnicr consul uncy rok. 

Principals wily to: Bax 53705, finnnrlnl Times, 

One Souduoark Bridge. London SEX SBL 


East Coast Hotel in Developing Area ]i 

♦ 1? Bo>XJ0nil«d.«H nanag- Biah yeanugj Ip i:Aiq« i uLj ggxtnri. 77*%- ocaip mcy . 
bull w service Batbb Go* ksnmL 

♦ F\jr*jl*r Hums id** Hcnttgc Coes Santa. 

+ Ldweaodwnpamcintlc. Alt year y 

luhnacKtal unmertoda. _ _ 

4 bLurpontbux ham. [alMam and bark besganfcn. 

* FontertSfi irnUui ifctdopmox nSang place wi toothy. 

+ Subsorchl mfiae fipira jioilable. 

* Price DTSjftnro 

+ Ctaty tor wlc due » arm laronem. - 

Fall details Td; 11964 S51S99 . 


For S 


AUTOMOTIVE TOOL MAKER 
For Sale 

Well established Midland's based business, 
profitable with blue chip customer: base 
and strong forward order book, is to be 
offered for- sale due to retirement . 

Box No B5700, Financial Times, 

One Southwark Bridge, London SKI 9HL 


Business for Sale 

Midlands based manufacturer 


■O-T/OEtmt 4> Profitable * Wen established with good cuttanerbox 
» Niche inlugiy sector- snail c an pcne m t marie from plastic or rotund nataiak 
O Principals only. 


Fax: 01494 581961 


see us on tie web si . 


SALE REPORT 


The No. 1 

iiumws of £tin + om 

acquisitions and ail UK receiverships. Ava&tt* I „ 

company for safc.ns it with us.hr free; there aEnoamnteion charges: 

For more hfbnwbon. call 

0191-875 0200 


FOR SALE 

SPECIALIST THERMAL INSULATION 
MANUFACTURER 

• Turnover: £550,000 and rising 
• Profits: c £200,000 - - 

• Very strong potential for increased growth ■ 
• Retirement sale 

Replies to Box No B5694. Financial Times, 

One Southwark Bridge, London SE1.9HL 



Long aaf nhlff h 

RESIDENTIAL LETTINGS MD 
1URAGSMECT COMPACT 

+ tuhnanhal tee incmK ohl ctm b*>< ] 
+ >dl iuncnutl mam rod office* 

4- heavily populated lesnleniial and | 
buaJfK&aaica 

I ♦ central South HjnpsMre cam 

| + Pan vilainercffiwtn^bi sale 
Ma> mesme’qfenafcxdiiicycit!) 
iraRjga «nh (umh or multiple company 
fiiwm nxnrRi*au,iKH < aauD-u.r 
wiu.h olkMiMCu m 

Write lor Bin B57I8i Flrandil Titnei. | 
OoeScuUrcark Bridge; 
London SlU *>HL 


UJC..or Overseas ' 
Manufacturing Opportunity. 

F OR' SALE 

Air Pollution and FtBmiioo.- 
industrial equipment designs, 
drawings and associated equi pm ent. 

JSB EMEC, si Firal AratDC, - 
' WcMdHf-ui-Sca, EmcxSSO 8HP v ~ 


[PROFITABLE 

Far East Audio Voval Equipment 

RentirCompany For Safe '■ 

▼ 

^yilbeOBtansi- . 

. Bm'NO- USG23, fc mhrl il TSnei ’ 
OoeSaubwal Bridge; ioafeaSEPUfl. 


Design 

StOCXWMWXRBKLT-. 

En'i'20 jean, i* fCUfk - wiA 33S , t3» 

CUHcNP, HHanroveriieMk ofe 

mw a fl a ri ca. scope lo eapnd, mm imd'itc 
(ra le cera hl t) - - MAW 


BnaimNc Contractors 
NorthLondon 

-f En’a a. Tm with NP. 15*. 

coond work, prime local xmhoniv 
Icnmaoafaanc, rape IQ apoad. rerifimcat 
(me ■ 7' 01AIF 


' Cf 0 1 7 1 2 31 1 2 70 


UJSUR&FAGIUTY 

' ■ 28^00 aq ft 

Uonnial o tyj mglq erwaplic tolly flam 
losmo IWi l il Tr - wjpc d ccoicn n other 
uae*- Nona V 


i West -i 


DODlOCWUy*. 


rfnnfcinc- O ffers 
Ferjietkirditdb ttW m ct BmBSn*, ' 
rmauM Tima, Omr SeBtkwerit Bridge. 
' ■ SST90L -■ 


pRWcmus onlyWeedapply 


.' LIQUIDATIONS: 
RECHVH^SHIPS: AUCTIONS: 
2tXU Uquklation& & Receiverships 
Bated every week, what ffiey did and 
who to contan + Comimcial Auctions. 

BUSINESSES FOR SALE: 
Monthly Hal of over 100 + dlltereni 
businesses & property, opportune lies 
CONTACT. 

Tel: 01652 680888 Fax: 680867 


CWfTRACTTIIG C0HPAHT , 

□ WeHestiUshM 

Q OpereGng from two afes. covering 
Mtdfaods and Souiwn England. 

□ Sales £2 million. 

□ Non Cora Divestment. - 

S. FAX: 01 90S PI 3523 


g FOR SALE I 

NORTH WEST 
WASTE BUSINESS 
(T/O Approx £lm) 

.WITH PLANNING PERMISSION POR 

recycunc/transper station 

Write W Box No 8507. Flnanoal Tune*. 
OoeSoDlhwnritllrMgt. London SEI «RL 


INSURANCE BROKER 


City Centre. South Yorkshire 
Commission T/O 3C0K 


• FOE SALE 
EsTABLteniED Furniture 
Delivery Business 

♦ BmvJ near 
- ■ ♦ Oomuor Growth. 

. .. ♦T/obv«* 
t Ensdlea poKnriri ftn-furthrr jmnwili 
Bat Mo BS68I. Ftmrial Tim* 
One Seahwart BriLr. landau SCI iHL 


FOR SALE 


• Baaed in North Weptfnolana. . 

• Undenakes commeafef.n/iafl and 
lehaiie protoclB throughout thtfUK. 

• TumomirSiani, . 

• PreffluM* and good dear base. 1 
Write w Wi No B5«T, Fa^drfYiraen 
One Soaremrt Bridge. hmlwSEim 


OFFSHORE ISLE OF HAN ■ RAMSEY 
E« health dub 2 [jyms etc. 4 S-C. 
holiday apis. Owners apl. Excellent 
• toettonno competition. Aj^wo* C«00h 
_ Freehold. TeF01B24 8135*6 

PARCEL BUSINESS FOR SALE. South 
Eastern tootottes company mrishes to 


i d Ha Parcel eSvteton. ssm T.O 
aid pnaSette. Interested partes should 
. wtntD Bror B56S6. Rnarxad Tlmss, One 
&3Uhwaifc8rldge, London SEl 8HL . 


FRANCHISING 


NEW PROVEN FRANCHISE 


Producing £1 .000.000 sales in the first year 
Totai investment £ 1 70K • Low rental [.remises 
• ' • WrekonU trading nnly 

! T VT"' . 'x. • Tr.nniiH.i niul sunport 
■J ' ' l.. ri;:vid Hushirts now -on 

-J UJSCOUrTr 1 IVflREHOUSf 01623 428197 


AIRCRAFT FOR SALE 


> . WORL.D PACIFIC AlR LFAfic mr 

- j 7- Y-. ; :- : rASSEril«^T»«NT : ‘ • •. 

TWO O&IAVBXAND- 8 PAX AIRCRAFT 
. y . : : PQ^SAtE,ON LEASE HTWjflOOhO 

1 . ^ -9^-^®^«WRAFTMSNOOT* OM 

' ° WRVg ^^TOffTABLISHEDU K F A , 1 ; 1 OPERATOR 
■ FRE^H^WINSPECTION, Mio-Tl® PAW 120 A. bjqines 

.. LEASE OETAE^ ON.REQUest 

; : INJcKESTtD PAFnES TO CONTACT- 

V s V JM2 mPAVFtCAm Lff t*, 

-> aapewnows manager 


- - . v Wrf- 


- — V "VWWJtH • 

;aogitfc t^pP 8aO,aufliE800 
—A \ Burst, 1X78063 

^.FVtW7 JS96 6737 FAX 617 SM 7370 

-Ai-pepfaateaatietliBeonadEoeB 
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ARTS 


Minimalism finds 
playful expression 

William Packer on the works of Per Kirkeby and Thomas Schiitte 


P er Kirkeby is Den- 
mark's most . cele- 
brated contempo- 
rary artist, both as 
sculptor ami painter. His 
only, previous show of any 
significance in London- was 
at the Whitechapel in 1963, 
when Nicholas Serota, now 
director of the Tale, was in 
charge. Nearly 60, Kirkeby 
has been given the run of 
the Duveeu Sculpture Halls 
down the middle of the Tate;, 
where there can be nowhere 
better for the display of 
sculpture of whatever size. 

He includes -six large 
paintings made over Che last 
12 or so yeans, but the sub- 
stance of the show is the 
sculpture, most of it loosely 
modelled bronzes, large and 
small,' derived from either 
vaguely anatomical or 
explicitly architectural refer- 
ence, with the larger North 
Duveen dominated by a sin- 
gle edifice of immaculately 
laid brick. It is a curious and 
engaging piece, a site-spe- 
cific installation, as they 
say, some 13ft high, 30 yards 
long and, at Sit wide, nar- 
rower than it seems- 
It is laid out along a : 
ground-plan of four overlap- 
ping rectangular free-stand- 
ing screens, with a narrow. 


almost secret passage round 
the overlap between each 
one. The physical aspect is 
curious, even sinister, as of 
those closed brick shelters 
left in the comers of public 
parks- that 1 remember from 
a postwar childhood, a con- 
stant challenge to investiga- 
tion. Here we enter only to 
emerge directly on the other 
side, -as though, through the 
.lookLug-glass. It is an inno- 
cent pleasure, that leaves 
one feeling' -slightly foolish. 

Kirkeby has made many 
such follies, put up as public 
sculpture all over Denmark. 
And with architecture as one 
of - the fine 'arts, any such 
non-functional, ornamental 
or commemorative struc- 
ture, may reasonably be 
taken- as a work of art, 
standing as it does in a tradi- 
tion that goes back to the 
pyramids. The only question 
is: does it fire the imagina- 
tion. and is it any good? 

In its way this one does, 
insofar as the minimalist 
aesthetic upon which it 
relies, ironical and enig- 
matic. can ever be said to set 
fire to anything.. It is more a 
matter, perhaps, of- the wry 
and. quiet contemplation of 
its simple, looming presence. 

The only thing is that this 


cool minimalist . is also a 
romantic expressionist, and 
the contrast with the dour, 
Nordic expressionism of 
both the bronzes and the 
paintings could hardly be 
more marked. The paintings 
are abstractions upon land- 
scape. rich in natural and 
cultural allusion - rocks, 
forests, rivers, buried cities, 
-old gods. The bronzes are 
somewhat more animate, the 
surface fussed and worried 
into shape, hinting at the 
monumental simplicity of a 
Rodin torso or Matisse back. 

T homas Schdtte. 
though little known in 
England, is a German 
sculptor in his mid-40s, one 
of a generation of artists 
who studied under Gerhard 
Richter and came to promi- 
nence in the early 1960s. He 
too. like Kirkeby. has 
engaged with non-functional 
architecture in a manner 
that is to some extent formal 
and remote, and also with 
more personally expressive 
imagery, but his aesthetic is 
less severe in its minimalism 
and more openly figurative 
and playful in its representa- 
tion. . . 

He is indeed rather more 
metaphysical and even sur- 


realist in his architecture 
than classical or minimalist, 
his references more to what 
could, just, be used than the 
purely useless, shades of an 
arcade in a dreamscape of de 
Chirico. This aspect of his 
work is represented at 
Whitechapel by self-pos- 
sessed models that invite us 
into purposeless interior 
spaces, oddly redolent of a 
pre-war, slightly sinister 
modernism - a derelict con- 
trol tower, customs bouse, 
bus station, barracks, or 
something worse. He. too. 
has built his actual follies 
and monuments, tombs and 
shelters with doors locked, 
sealed up forever. 

The figurative work is the 
more recent, and is overtly 
surrealist in its gleeful 
expressionist way. He makes 
small wax mannikins, the 
features squeezed and 
pinched quickly into shape, 
then dressed and painted. 
These he sets out as tab- 
leaux. theatrical, satirical 
and somewhat tiresome. But 
the moment they are taken 
further, as It were out of 
themselves, the more inter- 
esting they become. The 
small figures are worked 
quickly in dripping wax and 
cast in aluminium. Form. 



United Enemies by Thomas Schiitte 


process and gesture thus 
become one. and in their 
new-found comparative sim- 
plicity. they take on at once 
a more active and properly 
sculptural life. From being 
props they become works of 
art, and cast at twice 
life-size, truly monumental. 

At the Whitechapel, show- 
ing only these giant ver- 
sions. they are set out 
together at the back of the 
principal gallery like a con- 
ference of trolls or ogres in a 
clearing of the forest, frozen 
into shining, polished Immo- 
bility only at the moment we 


see them. For they seem dis- 
concertingly active, bobbing 
and weaving together. Are 
they quite as they were the 
day before? Or have they to 
be put back in their proper 
places each morning? 


Per Kirkeby: The Tate Gal- 
lery, Millbaok SWi. until 
May 26: sponsored by Coutts 
Group, supported by the 
Danish Contemporary Art 
Foundation. Thomas 
SchQtte: The Whitechapel 
Art Gallery, Whitechapel 
High Street El, until March 
15 (closed Mondays). 



ALljjit Mur 


Theatre / Alastair Macaulay 


The hidden 
ironies behind 
male facades 

W hen men talk to - oomes and gazes at Dale - imagination even now. “A 

each other, they eagerly and says next to - dancer just is Important. So 

don't open up nothing: From time to time, much so, he doesn’t care." . 

much, but soon enough they they talk of Gdgliani; the - (Unlike the lakeboat 
reveal plenty: that is the- ... missing crew member whom passengers who advertise 
implication of more plays Dale has replaced, an • their importance, and unlike 

than one by the American " unseen figure of whom . . Joe and the other guys who 
playwright David Mamet. In reports differ and whose . . . work the boats and who 

his Lakeboat. nothing very name is variously have no importance to 

happens butTnen tal kin g to - • -pnmo tme ed. - ~ wdvertise.yA beautiful - 

each other; congratulations •' ^Ticked off my life in .. speech, 
to Pierman Productions For beer-caps," says one man And beautifully delivered, 

mounting the British ‘ (an alcoholic echo of T.§. by Jim Dunk. Joe May as 

premiere. 7 ■ Eliot’s Prufrock: “1 have Dale, the quietest and 

When Mamet was a . ~ ' measured out my life in 1 widest-eyed guy on board, is 

student, he worked on a coffee spoons.’’)._So much of equally fine. At first the 

boat on the Great Lakes. what these men say - about performances of the other 

and made the experience the Women, about drink, about six seemed too loudly 
basis of this, the first play of wmk, about each other - is projected for the Lyric 
bis to be performed, in 1970. mere defensiveness, a facade Studio; but in truth 
The version we are seeing is _ raised between them and loudness and projection are 
the one he revised in 1980 t world. Dale alone is young central, at least in this play, 
by which time he was the enough to be open and V ' to Mamet’s view of much 
hit playwright of American- receptive- But few of them ’ masculinity. 

Playwright, Glengarry Glen ask him about himself, most - Melanie Allen has 

Ross, and others. of them perform at him - designed a set that 

Joe (aged approximately instead. economically shows us two 

51k “And you’re a bright The most touching is Joe, tiers and several separate 

kid." Dale (the "young who artlessly keeps areas of the lakeboat; and 

Mamet" figure, 18 years revealing this fear or that , ' Aaron Mullen, directing, has 
oldh *T» not sure about and who gradually : 0 pens up ' paced and focused 

that" Joe: “What do you to Dale, disclosing both the everything so that the 

know?" time be toyed with suicide strange eloquence of 

You have to laugh. - and bison e-time dream of Mamet’s play becomes 

Mamet’s play abounds in ■ being a ballet dancer. It was utterly absorbing, 

beau tifiilly written ironies only a fantasy, but the Between these wholly 

of this and other types. One thought of arriving - late! - unlyricai men, all so on 
guy no sooner meets Dale . at a theatre to dance Swan their guard with each other, 
than he tells him at once - Lake in white tights and a a strange kind erf unvoiced 

about bow to succeed with purple tunic, sweating but lyricism wells up. like the 

women (treat ’em rough-- “I with cool sweat, standing lake itself. 

hit her in the mouth. She there so that beautiful 

was so surprised she didn’t women could fall into his Lyric Studio, Hammersmith, 
even bleed .“). Another just arms: this still shines in. his Wlfl. until February 28. 


Little said, much reveaJed; Jon Welch in ‘Lakeboat’ 


Theatre / Ian Shuttleworth 


Dying for 
some laughs 


W ere someone from 
the audience to 
have yelled a 
humorous prompt during 
Hackney Empire Studio Pro- 
ductions’ version of the 
Bram Stoker tale. Dracula, 
when Van Helsing was cau- 
tiously approaching the 
count’s coffin, the evening's 
aggregate entertainment 
value would have been 
boosted geometrically. 

Adaptor/director James 
Gill and his cast know well 
that the script contains 
intentional humour but play 
every line, comical or 
Gothic, with the same stilted 
deliveries and tentative 
mood, so the audience can 
rapidly decide they are 
laughing at the proceedings 
out of derision, and hoot 
down much more than they 
are intended to; this, indeed, 
is what happened on the 
press night, as a group of 
lads behind me howled like 
the children of the night at 
every other line. 

Admittedly, some of the 
lines do clang like a half-full 
spittoon, notably Van Hel- 
sing’s advice to Jack Seward, 
“Now, my friend. I suggest 
that you drink plenty of 
tea”, and the same charac- 
ter’s closing exhortation: 
-We have accomplished our 
task, and now let us sample 
some of the Romanian cui- 
sine!" 

These gems are delivered 
in a distinct Dutch accent, 
but as virtually everyone in 
the company adopts a 
strange voice. Phillip Prit- 
chard’s Van Helsing does not 


stand out too much. Lucy 
Westenra speaks in an exag- 
gerated girlish peal; her 
mother is plainly a forebear 
of Hyacinth Bucket; Seward 
adopts a strangled basso 
boom which indicates very 
severe toilet tr ainin g as an 
infant: and Padraig Casey's 
Static accent as the count 
himself is delivered in a 
drawl reminiscent of a minor 
cross-bencher on a slow day 
in the House of Lords. 

As the company name sug- 
gests, the production has 
transferred to the Empire 
proper from the studio thea- 
tre behind the pub next 
door, and this may well have 
been its undoing. 

R osa Pascal’s set makes 
ingenious use of 
gauzes, and Michael 
Robertson's lighting design 
keeps things suit- 
ably gloomy, but for all the 
phalanges of extras and 
detailed attention to costum- 
ing (this is the only pro- 
gramme 1 have seen to credit 
a shoe designer;, the pace 
feels at best tentative and at 
(frequent) worst leaden. 

Some nice use is made of 
stage blood, of course 
(although the gore-filled con- 
doms do not always seem to 
burst to order) - at one 
point, unless I am mistaken, 
we even get a spontaneously 
combusting crucifix - but 
the show as a whole is 
chronically anaemic. 


Hackney Empire, London 
E8. until February 14 
(0181-985 2424). 


Opera / David Murray 


Evergreen 

Xerxes 


B ack at the Coliseum 
for the fourth time 
since 1985. Nicholas 
Hytner's production of Han- 
del’s Xerxes gives undimin- 
tshed pleasure. In fact that 
is to say too little, for the 
partly new cast makes a 
superb Handellan team. Any 
opera house in the world 
w'ould rejoice to have them 
for a Xerxes: all of them, 
down to Christopher Booth- 
Jones’s resourceful comic 
servant Elviro. 

Part of the reason they are 
so winning - besides the 
obvious fact they are first- 
class Handelian singers - is 
that they plainly enjoy what 
they are doing. With justice. 
Hytner chose not to take the 
opera very seriously: there is 
no mock-serious drama to be 
seen (or beard), and nobody 
pretends it. What we hear is 
a concert of splendid Hande- 
lian singing, much of it 
dashingly virtuoso (and with 
richly ornamented da capo 
repeats). What we see is the 
lightest of romantic farces, 
set in a Never-Never-Land 
spa of dubious Edwardian- 
Persian vintage. 

That is probably as close 
as one could get to the origi- 
nal staging, though Hytner’s 
version - with his own deft 
Engli shing of the Italian text 
- is likely much funnier. 
The glorious new Xerxes is 
the tall, handsome mezzo 


Sarah Connolly, who guys 
her natural dignity to irre- 
sistible effect (from time to 
time she recalls Stephen 
Fry's Oscar Wilde). Mean- 
while. unfailingly, she sings 
with nobility and brilliance; 
her timbre is deep, even and 
translucent from high to 
low. 

The other great discovery 
was the Polish counter-tenor 
Artur Stefanowicz (as 
Xerxes’ confused brother 
Arsamenes), whose brightly 
virile, bleat-less voice is 
strong enough to reach the 
rear balcony, and most musi- 
cally used - and he, too. rev- 
els in the farce. As two of 
the abused soprano lovers. 
Janls Kelly and Susan Grit- 
ton grew in strength, flexi- 
bility and charm as the even- 
ing went on. 

Jean Rigby’s brave, plucky 
Amastris, Xerxes' deserted 
fiancee, is a known quantity. 
So is Mark Richardson's 
proudly bemused general 
Ariodates: the touch of 
G. & S. about him is very 
nice. Altogether, this is one 
of the English National 
Opera’s evergreen triumphs. 
Good tunes delectably sung, 
alert, stylish conducting by 
Noel Davies, pretty sets and 
costumes, and above all 
nothing too serious. 


Continues in repertory at 
the Coliseum. 



■ BARCELONA 

EXHIBITIONS 
FundackS Joan Mir6 

Tel: 34-3-329 1906 
ww w. ben. fJmlro.es 
Alexander Calder: celebrating the 
centenary of the birth of the 
sculptor and maker of mobiles, 

this show focuses on his close • 

relationship with Mfro; aids on • 
Sunday 


■ BERLIN 

DANCE 

Staatsoper untef den Linden 

Tel: 49-30-2035 4555 . 
www. staetsoper-berSn.org 
Swan Lake: new staging by 
Patrice Bart, with designs by 
Luisa Spinatelli; Feb 14 

OPERA 

Staatsoper unter den Linden 

Tel: 49-30-2035 4555 

mvw.staaisoper-beriin. org ■ 
FaHstafh by Verdi. New 
production conducted by Claudio 
Abbado in a staging by Jonathan 
Miller. Ruggero Raimondi sings 


the title role; Feb 15 


■ CHICAGO 

CONCERTS 
Orchestra Hall 
Tel: 1-312-294-3000 
www.chicagosymphony.org 
+ Chicago Symphony 
Orchestra: conducted by Daniel 
. Barenboim in works by 
Beethoven, Carter and 
Tchaikovsky; Feb 10 
• Chicago Symphony . 
Orchestra: world premiere of 
ftai/rj/’s Elegy conducted by 
Daniel Barenboim. The 
programme also includes works 
by Berg and Beethoven.. With 
piano sbtofst Peter Serkin and 
violinist Pamela Frank; Feb 12, 
13. If 


■ FRANKFITRT 

CONCERTS . 

AtteOper 

Tel: 49-69-134 0400 
Chamber Orchestra of Europe: 
- BA Zimmerman 80th birthday 
concert, conducted by Heinz 
Holliger; Grosser Saal; Feb 1 1 


■ GENEVA • 

CONCERTS 
Victoria Had 
Tel: 41-22-317 0017 
Orchestra de la Suisse Romance: 
conducted by Fabio Luisi in 
works by Honegger and Britten. 
With piano soloist Markus 
Schirmer Feb 11. 12 


Theatre Royal 

Tel: 44-141-332 9000 
Scottish Opera: Cos! fan tutte: by 
Mozart New production by 
Stewart Lalng, conducted by 
Nicholas McGegan; Feb 11,14 


■ LISBON 

CONCERTS 

100 Days Festival, Expo ’98 
Opening Gala Concert the 
three-month introduction to Expo 
’98 begins with a piano recital by 
Maria Joao Pines; Main 
Auditorium, Centro Cultural de 
Bel£m; Feb 1 1 


■ LONDON 

CONCERTS 
Barbican Hail 

Tel: 44-171-638 8891 
Alfredo Kraus: recital, with the 
Royal Opera House Orchestra 
conducted by Paul Wynne 
Griffiths; Feb 11 

EXHIBITIONS 
Hayward Gallery 
. Tel: 44-171-261 0127 
www.hayward-gatlery.org.uk 

• Francis Bacon (1909-1992): 
The Human Body. Selected by 
art critic David Sylvester, this first 
major showing of Bacon in the 
UK for ten years brings together 
important works involving the 
human figure dating from 1945 to 
the mid 1 980s; to Apr 5 ’ 

• Henri Cartier-Bresson: 
Europeans. Exploring changes 
from the 1930s to the 1970s, 
through the eyes of the 
photographer to Apr 5 

OPERA 


English National Opera, 
London Coliseum 
Tel: 44-171-632 8300 

• The Elixir of Love: by 
Donizetti. New production, 
directed by Jude Kelly and 
designed by Robert Jones. The 
conductor is Michael Lloyd; Feb 
10, 14 

• The Magic Flute: by Mozart. 
Conducted by Christopher 
Moulds In a staging by Nicholas 
Hytner, revived by David Ritch; 
Feb 12 

• Xerxes: by Handel. 
Conducted by Noel Davies in a 
production by Nicholas Hytner, 
revived by Emma Jenkins; Feb 
11,13 

Shaftesbury Theatre 

Tel: 44-171-379 5399 
The Royal Opera: II barbiere di 
Slvlglia, by Rossini. New 
production staged by Nigel 
Lowery and conducted by Bruno 
Campanula; Feb 10, 12, 14 


■ LOS ANGELES 

LA- Opera, Dorothy Chandler 

Pavilion 

Tel: 1-213-972 8001 
www.faopera.org 
Samuel Ramey: recital, including 
arias from Gounod’s Faust, 
Berlioz's Damnation of Faust and 
Stravinsky’s The Rake's 
Progress. Accompanied by 
pianist Warren Jones; Feb 12 


■ MILAN 

OPERA 

Teatro alia Sea la 
Tel: 39-2-88791 
www.lascala.milana.it 


Die Zauberflote: by MozarL. 
Conducted by Riccardo Muti in a 
staging by Roberto De Simone. 
With sets by Mauro Carosi and 
costumes by Odette Nicoletti: 
Feb 10, 12. 14 


■ MUNICH 
CONCERTS 
Philharmonic Gasteig 
Tel: 49-89-5481 8181 
Symphonieorchester des 
Bayerischen Rundfunks: 
conducted by Lorin Maazei in 
works by Brahms: Feb 11, 13 


■ NEW YORK 

EXHIBITIONS 

Metropolitan Museum of Art 

Tel: 1-212-879 5500 
www.metmuseum.org 
Paul Strand, Crrca 1916: 
comprising 50 rare prints by the 
photographer; from today until 
May 3 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www.metopera. org 
Samson et Dalil a; by 
Sarnt-Sa&ns. New production by 
Elijah Moshinsky, with designs by 
Richard Hudson; Feb 13 


■ PARIS 

CONCERTS 
Salle Pleyel 
Tel: 33-1-4561 6589 
Orchestra de Paris: conducted 
by Christoph von Dohnanyi in 
works by Bartok, Mozart and 
Brahms. With piano soloist 


Andreas Haefliger; Feb 11. 12 

Theatre des Champs Etysees 
Tel: 33-1-4952 5050 
Orchestra des Champs-Elysees: 
conducted by Philippe 
Herreweghe in works by 
Schumann; Feb 1 1 

OPERA 

Opera National de Paris, Opera 
Bastille 

Tel: 33-1-4473 1300 
Tosca: by Puccini. Conducted by 
Jan Latham-Koenig in a staging 
by Walter Schroeter. Maria 
Guieghina sings the title role; Feb 
10. 13 

Opera National de Paris, Palais 
Gamier 

Tel: 33-1-4343 9696 
Cosi Fan Tutte: by Mozart. 
Conducted by Gary Bertlni in a 
staging by Ezio Toffolutti; 

Feb 11. 14 


■ ROME 

EXHIBITIONS 
Palazzo Venezia 
Tel: 3 9-6-6999 4259 
Pietro da Cortona (1597-1669): 
celebrating the 400th anniversary 
of the birth of the Italian artist, 
this retrospective comprises 
around 100 paintings, as well as 
architectural drawings and 
sculptures; ends today 


■ TEL AVIV 

CONCERTS 

Mann Auditorium 

London Symphony Orchestra: 

conducted by Sir Colin Davis in 

works by Sibelius and 


Beethoven; Feb 10 


■ TOKYO 

CONCERTS 

Suntory HaD 

Tel: 81-3-3289 9999 

Deutsche Open conducted by 

Christian Thielemann in works by 

Wagner; Feb 12 

OPERA 
NHK Hall 

Deutsche Open TannhSuser, by 
Wagner. Conducted by Jiri Kout/ 
Christian Thielemann in a staging 
by Gotz Friedrich; Feb 11, 14 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday. GMT: 

06.30: Moneyline with Lou Dobbs 
13.30: Business Asia 
19.30: World Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports: 

05:07; 06:07; 07:07; 08:20; 09:20; 
10:20: 11:20; 11=32: 12:20; 13:20: 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 


■ GLASGOW 
OPERA 
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COMMENT & ANALYSIS 



Martin Wolf 


Too late for the jitters 

Efforts by 155 German economists to delay Emu are doomed to fail, but 
their call for a tight application of the Maastricht treaty criteria is sensible 



B y the end of this 
year. Europe's 
project for eco- 
nomic and mone- 
tary union is to embark on 
its final stage. The cham- 
pagne is on ice, to be drunk 
in early May. when the first 
wave of participants is 
selected. But now along 
come 155 killjoys: German 
professors of the dismal sci- 
ence who demand an 
"orderly postponement". 
Their effort will faiL Does it 
deserve to do so? 

The first issue raised in 
their letter, published in 
yesterday's Financial Times, 
is whether “orderly post- 
ponement” is even feasible. 
At this late stage, postpone- 
ment would violate the 
treaty, which states that 
stage three of Emu will start 
at the beginning of next 
year. If the member states 
want to put the treaty aside, 
they must either ratify a 
new treaty or suspend appli- 
cation of the existing one. 
The first is Inconceivable; 
the latter would call the 
legal basis of the European 
Union Into question. More- 
over, a decision to postpone 
Emu would destroy the 
expectations on which 
financial markets are now 
based. This could make the 
Asian financial crisis look 
like a tea party. 

The powers-that-be would 
view the notion of postpone- 
ment with abhorrence. The 
more relevant issue for 
them - one to which the 
arguments of the 155 are 
also explicitly addressed - 
is who should be included. 

This raises a second issue: 
the extent of fiscal consoli- 
dation. The news here is 
more than satisfactory. 
According to the Organisa- 
tion for Economic Co-opera- 
tion and Development, the 
cyclically adjusted general 
government financial deficit 
of the EU shrank from an 
average of 5 per cent of 
gross domestic product in 
1991, w’hen the Maastricht 
treaty was being negotiated, 
to 2 per cent in 1997. 

The only member state 


whose cyclically adjusted 
deficit has not fallen since 
1991 is Finland, where a sur- 
plus of 0.9 per cent of GDP 

became a small deficit of 1.2 

per cent (see chart v Reduc- 
tions in the high deficit 
countries have been star- 
tling: in Belgium, the cycli- 
cally adjusted deficit has 
fallen from 6.9 per cent of 
GDP in 1991 to 1.4 per cent 
in 1997; in Greece, from 11.8 
per cent to -L2 per cent: in 
Italy, from 10.6 per cent in 
1991 to 2.3 per cent in 1997: 
and in Spain, from 7 per 
cent to 1.6 per cent. 

The European Commis- 
sion analysed fiscal consoli- 
dation in papers released at 
the end of last year.* It con- 
cluded that the cyclically 
adjusted primary fiscal bal- 
ances (deficits, less interest) 
of every member state, 
except two, are sufficient at 
least to stabilise the ratio of 
debt to GDP. Unfortunately, 
the two bad boys happen to 
be Germany and France, as 
the 155 economists note. Yet 
even they’ are not far adrift 
0.3 per cent of GDP in Ger- 
many and 0.7 per cent in 
France. 

If the performance on 
underlying deficits looks 
impressive, that on debt is 
less so. The treaty called for 
the ratio of general govern- 


ment debt to GDP to be SO 
per cent or less, unless it 
was "sufficiently diminish- 
ing and approaching the 
[target] value at a satisfac- 
tory pace”. Surely, this 
should not mean that appli- 
cants first substantially 
raise debt ratios, only to cut 
them a bit at the end. 

Yet that is what has hap- 
pened. Austria, Denmark, 
Germany. Greece, Italy, 
Spain and Sweden all had 
debt ratios In 1997 that were 
both above 60 per cent and 
higher than in 1991. In addi- 
tion, Belgium's ratio has 
fallen only from 127.7 per 
cent to 124.5 per cent The 
sins of De nmar k and Ger- 
many are tiny ones, as the 
chart shows. It is far less 
easy to see how an honest 
interpretation of the treaty 
would permit membership 
by Austria. Belgium. Italy, 
Spain or Sweden (which, 
admittedly, does not wish to 
join). This Is why the 
authors call for the criteria 
to be applied "as strictly as 
the treaty permits". 

The question is how sensi- 
ble it is to Interpret the 
treaty in this way. Austria 
and Belgium have managed 
to run stable exchange rates 
against the D-Mark for 
years; high public debt 
ratios do not preclude low 


Inflation; and why eliminate 
Austria but include the 
Netherlands, which still has 
a higher debt ratio? 

Where the professors are 
correct Is to argue it is Car 
too early to tell whether the 
long-term upward drift in 
public debt ratios has been 
durably reversed. But to be 
much more confident fr’hnp 
today would take many 
years. More important, 
behaviour before entry can 
never guarantee behaviour 
afterwards, since incentives 
will then be entirely differ- 
ent. The arguments 
advanced by the 155 are. in 
effect, for cancellation or at 
least a lengthy postpone- 
ment. The "couple of years’* 
they call for is Irrelevant. 

Such a short postpone- 
ment is also irrelevant to 
the third big concern raised 
by the letter, that of unem- 
ployment. It is possible to be 
guardedly optimistic on 
this, for the long term: 
much of the fiscal consolida- 
tion and all of the disinfla- 
tion needed to meet the 
Maastricht criteria are in 
the past; and policymakers 
are at last contemplating 
ways to make labour mar- 
kets work better. 

What is certain, though, is 
that it will be many years 
before tbose efforts bear 


Successes and failures In EU fiscal consolidation 


Deficit* 


Debt" 
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fruit. Thus, when the 
authors argue that high 
unemployment is a good 
reason for postpone m e nt - 
because it will increase the 
political pressure on the 
European Central Bank - 
they are. in effect calling 
for an indefinite delay. Just 
as it will take years before 
fiscal consolidation is obvi- 
ously embedded in policy- 
making, so will it before 
labour market reform has 
evidently reversed the 
upward drift in structural 
unemployment 

The conclusion is straight- 
forward. The German econo- 
mists make defensible 
points, the logical implica- 
tions of which are indefinite 
cancellation, not brief post- 
ponement Such a cancella- 
tion will not happen. They 
have a stronger case for 
demanding tight application 
of the treaty. To minimise 
risks, countries should be 
excluded if they have high 
structural unemployment 
and only a brief record of 
fiscal consolidation, which 
follows a strong upward 
trend in debt ratios. Spain 
seems such a country. So, 
more important is Italy. 

That case is as much 
political as economic. Emu 
is inescapably risky. The 
German people must not be 
dragged into what proves a 
calamitous project by too 
overtly political a reading of 
the treaties. This would 
unde rmin e the political pur- 
pose of Emu, which Is, it 
should be remembered, to 
bind Germany more 
securely into European 
structures. If nothing else, 
the 155 economists have per- 
formed a valuable service in 
warning Germany’s leaders 
and partners of this brutal 
reality. 

*Ecanomic Policy in Emu. 
Part A. Rules and Adjust- 
ment, and Part B, Special 
Topics, Economic Papers 124 
and 125, European Commis- 
sion. Directorate General U, 
November 1997. 
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Branson lottery bid conumtted 
to m a kin g most for good causes 


From Mr.Richard Branson 
and Mr John Jackson. 

Sir, We refer to the Lex 
comment headed “UK lot- 
tery” (February 4) and have 
the following points to maker 

We agree that the profit 
motive is a very important 
incentive for management to 
perform. Management 
within our consortium ... . 
would have been tocentiv- 
lsed to maximise revenues 
and profits. The profits, 
instead of going to share- 
holders, would have been 
distributed to hundreds of 
small charities which suffer 
- from the very existence of 
the National Lottery. Over 
the life of the licence well in 
excess of £600m of profits 
would have been distributed 
to those charities. 

The UK lottery is the big- 
gest In the world, with one 
single lotto game played 
twice a week. 

In the US there are more 
than 50 lotteries with differ- 
ent gamps anri administra- 
tive structures. By having 
one lottery in the UK. it gen- 


erates and econo- 

mies of scale. It is not stay 
prising that in the largest 
lottery market in the world 
Camelot generates the turn- 
over it does. However, the 
amount of money it gener- 
ates per head of population 
compared with other lot- 
teries is average, and below 
the top five in the US. 

Within our lottery Md we 
were prepared to commit to 
generating the most for good 
causes. 

Tim principal forecast of 
our consortium showed the 
following commitment over 
the life of the licence: 

• Sales of £3?.4htK 

• Operating costs of 8,7 per 
cent; 

• Contribution to good 
causes 28.1 per cent; 

• Profits to charities 1.5 per 
cent 

Camelot’s principal fore- 
cast projected sales of 
£31.7bn with the same per- 
centage contribution to good 
causes as ours, of 28.1 per 
cent. 

On top of the additional 


money for charity, our con- - 
aortium would have deliv- 
ered an additional £l.6bn lo 
the National Lottery Distri- 
bution Fund - for good 
causes. 

The whole of the manage- 
ment team’s incentives were 
geared to this forecast of 
S37.4hn of sales. Through 
various averaging tech- 
niques and highly subjective 
adjustments which have 
never been properly 
explained to us, our bid was 
downgraded and Camelot’a 
upgraded to the consortium 
offering the most to good, 
causes. 

Rather than accepting 
blindly that Camelotis bid 
was the best, we should have 
all the bids open for public 
scrutiny.. Hopefully, when 
the new director-general of . 
the National Lottery is 
appointed, this will happen. 

Richard Branson, 

John Jackson, 

Virgin Management, 

IX Holland Park, 

London W1 1 3TH.UK 


Audit Office report tells different story 


From Mr Anthony Fry. 

Sir, Lex ("UK lo tter y " , 
February 4) ponders what 
Richard Branson’s bid 
offered to the government's 
good causes. All is revealed 
in the National Audit Office 
report dated July 1995, 
evaluating the applications 
to run the National 
Lottery. 

That report clearly identi- 
fied three bidders - Camelot, 
Lot Co and The Lottery CRT) 
- which offered higher con- 


tributions to good causes "■ 
against common sales reve- 
nues thaw Mr Branson's UK 
Lotteries... * 

Those three bidders also - 
retained far lower amounts, 
again across cormnon sales 
revenues, than Mr Branson’s 
bid, particularly at the 
higher revenue scenarios. 

The unsurprising conclu- 
sion. therefore, is that, had 
the director general con- 
cluded that Camelot should, 
for whatever reasons, hot be 


awarded the licence to oper- 
ate the National Lottery, it 
would have been either 
Rank (LotCo) or the Roths- 
child Tattersall's consortium 
(The Lottery (RT)) which 
would now have been run- 
ning the National Lottery - 
not Mr Branson. 

Anthony Fry, 

(director, Rothschilds, 
1987-1996), 

27a Warrington Crescent, 
London W9 1EO, UK 


Pooh Bear and the party of very little brain 


From Mr Joe McNamee. 

Sir, When the Labour 
party completely abandoned 
its ideological independence 
and adopted Conservative 
economic policy and pale 
imitations of Liberal Demo- 


crat constltutional/electoral 
reform, I thought it had lost 
its marbles. . . .. 

Your report “MPs plan 
escape from Now York of 
Pooh Five" (February 5) sug- 
gests that Labour fears it 


has not yet divested Itself of 
them alL 

Joe McNamee, 

Avenue de Cortenbergh 
134/9. . . 

B-1000 Brussels, Belgium 




Reuters 7 problems go beyond the IJS inquiry into its alleged 
poaching of Bloomberg information, argues John Gapper 


Today we’ll be cruising at 40mph 
at an altitude of three feet. 

FMm \our vial bell anil rt-lax bi-iaim iIk- bmiratri wiik «aru nherr _»our journey doa. 

Ah a HrM or Bwnen CUw pa-Hvngcr. \.iu nan cnju\ -,ur Complimentary ChauITvur Drill- Vnici- in and Irom iln- airport in 
London, Mani'hcHUT. Hung Kong. Vingapi m\ Julunm-dmrg, Rome. Nice, Paris. Zurich and anywhere in the UAE * 
bo ncti i»m« - you fly Eimrain, why not hoard at »*>ur front gate. 1 



Emirates 

THF M N !• s T IN THE SKY 

OVER 10D INTERNATIONA!. AWARDS. INTERNATIONA!. DESTINATIONS FOR MORE ON EMIHATEG BUSINESS CLASS CALL US OR TOUR LOCAL TRAVEL AilENT 

CERTAIN MILEAGE RESTRICTIONS MAT APPLY. hllB.ftWOR.Bk0rpuB.eam/ 


A fter two painful 
weeks, Peter Job 
must today emerge 
from his teak- 
panelled office to give an 
explanation. It will not be an 
easy task for the 56-year-old 
chief executive of Reuters 
Holdings, the UK financial 
information group. 

Reuters should be in buoy- 
ant mood as it discloses its 
1997 financial results. The 
company, valued at £9 bn, 
has a strong position in a 
rapidly expanding sector and 
is among Europe’s leading 
media groups. For two 
decades it was a favoured . 
growth stock among inves- 
tors. 

Yet in the past two weeks, 
Reuters has been hit by 
scandal after news of a US 
criminal Investigation into 
claims that it stole data from 
its competitor Bloomberg.. 
The company faces an 
embarrassing inquiry, which 
could damage its attempt to 
match Bloomberg In the US. 

Reuters must also answer 
broader questions over Its 
strategy for competing 
around the world. Its shares 
- affected recently by the 
Asia financial crisis - have 
dropped 40 per cent relative 
to the UK market in the past 
two years. 

Reuters, founded In Lon- 
don in 1851 by Paul Julius 
Reuter to send stockmarket 
prices around the world by 
telegraph, grew rapidly in 
the 1970s and 1980s after it 
created the first electronic 
marketplace for foreign 
exchange in 1973. But more 
recently it has been accused 
of being over-cautious and 
conservative. • 

Competitors also claim 
that Reuters 3000, the com- 
pany's main product in the 
fight against Bloomberg, has 
failed to prove itself. "Hie 
feeling you get is that Reu- 
ters has rather lost Its way. 
Two years ago, we were still 
frightened of the power they 
could unleash, but now they 
seem vulnerable,” says one. 

In the long term, such 
issues may prove more vital 
than the immediate concern 
of the grand jury investiga- 
tion. True, Reuters’ market 
value initially Fell £L6bn 
after the New York Times 
suggested it might have 
employed an agency to con- 
duct an "electronic break-in" 
to steal Bloomberg’s com- 
puter "operating code". But 



this now seems to have been 
an exaggeration. Reuters 
Analytics, the Connecticut 
unit . producing US bond- 
market data and analytical 
tools, appears originally to 
have hired a New York 
agency to monitor (rather 
than steal from) Bloomberg; 

Federal investigators are 
examining whether execu- 
tives at Reuters Analytics 
then. encouraged the agency 
to hand over bond-pricing . 
formulae, which may have 
been incorporated into Reu- 
ters 3000. These formulae are 
important in allowing trad- 
ers and fund managers to 
value portfolios. 

If this happened, it would 
have serious repercussions 
for Reuters, which could 
have broken the 1996 Eco- 
nomic Espionage Act and 
might face a civil lawsuit 
from Bloomberg. But even 
then,- its actions would 
amount more to breach of 
copyright than premeditated 
criminal larceny. 

Investors 7 . concerns may ■ 

be more 1 ftiwHafnpntail. how- 

ever. For even if Reutem sur- _ 
vives the inquiry, the inti- 
dent has highlighted several 
strategic weaknesses: 

• Despite its strengths lit. 
foreign exchange and equi- 
ties -data and trading. It baa •• 
lagged behind in bond- 
pricing information. This 
can be traced to its roots in 
London, which has. far. less 
developed bond markets > 
than the. .US. It has. spent, 
most of the 1990s trying to-. 

fill thifl gap. 

Reuters haa 'not been the 
worst casualty of the success 
of Michael Bloomberg, 'its . 
rival’s founder and majority 


shareholder, Dow Jones Mar- 
kets, the financial data sub-, 
ridiary of Dow Jones & Go,- 
has lost in head-on competi- 
tion from Bloomberg in its 
domestic market Yesterday, 
it .took a $923m (£562mj : 
restructurihgehargeon the', 
operation, Which may be 
sold. .. . 

• Reuters .has gained 
most of its revenues from- 
the- "sell ride" in financial 
markets - investment bank- 
ing salesmen and traders 
who use its screens for real-;* 
time data: By contrast/ 


fresh expertise at low risk. 

Its approach contrasts 
with Reed “Elsevier, the 
Anglo-Dutch publishing 
combine, which Is merging 
with Walters Kluwer of the 
Netherlands, and . has gained 
a stronger foothold in the US 
through acquisitions of, 
.among others, Leris Neris, a 
specialist online database. 
Reuters has shied away from 
such big moves. 

One reason its conserva- 
tive _ approach has come 
under fire' recently is that 
the . financial information 


- — — • AAMVAUHLSIUU 

Bloomberg has concentratedr- market has started to consol- 
on providing analytical togjs^.idate. Apart from Dow Jones 
for fund managers ,.1» Value Markets, Primark, the US 
: .owner of a range of financial 

Although revenues in businesses such as . Datas- 


flnanclal information c oh.-, 
tinue to grow at double-digit 
rates, demand laAfrozigerfor 
analytical, tools than expen- 
sive real-time dat%; “Reuters 
is very focused, but it is 
focused On -the WrOng end of 


tream, a financial database. 
Is also up for sale. ' 

As many -European invest- 
ment banks have found*. the 
cost of gaining a leading 
place in equities, foreign 
exchange, -and - band-market 


. NT ' ■ ■ ■ ------ IW1 l 

the market," says Jonathan ^information is high If it 
Hepiwril, a media analyst at refuses to take a risk by buy- 


Goldman Sachai- 
• Reuters has been among 
the . most conservative of 
. companies in expanding into 
new markets. Its cashflow is 
vary strong because of -its 
position in eq.nity. and for- 
eign exchange -markets but 
-Its lack of acquisitive ^ ambi- 
tion Is reflected ki its plans 
to return £l.Sbn to. share- 
holders. • . ;. ; i.1" ; 

■instead. it. hAE .taken 
stakes in several small data 
.and technology groups. Such 
deals last year included tak- 
ing 49 per, enfr.;of;a Thai 
financial data -company, god 
buying,, for . Sira,- a Supplier 
of UK prutual fund : data, in 


for the businesses On offer, 
Reuters faces a long haul to 
compete with them. 

One Investment .banker 
argues that Reuters may 
already have decided.' it can 
no longer afford to be so cau- 
tious. ‘T think they realise 
they have invested to a lot of 
s m all companies, and . not 
ope of . the. investments has 1 
‘ really, made a jot. of differ- 
ence,”. hie.says, ;. 

If Mr . Job can start Reu- 
ters' fightback today, he may 
restore some- confidence. But 
Reuters : is unlikely lo gain . 
the whole-hearted backing of 
investors unless It .demons 
strates a vrilUngriefft td>ahad- 
Its trftdtti hqnl 




this waJr.-Jt sfcys; it 'am gain 
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Eighteen billion dollars te a lot 
of money. It is entirely . natural 
that Congress should want to 
scrutinise elosery the Clinton 
administration’s request to 
approve an extra fisbn for the 
International Monetary Fund. 
But what Congress should raise 
is not the old shibboleths that 
exercise the left and right on 
Capitol Hill,, but questions 
about the Fund's stewardship - 
and overall accountability. 

When It gets reasonable 
answers, it should vote the 
money. For no one has come up 
with a credible alternative to 
letting the IMF.take the. lead in 
managing financial crises. It 
should also be obvious that the. 
cost to the US of IMF-led res- 
cues in Asia is about 18 per cent 
(corresponding to the US share," 
or quota, in the Fund) of what a 
solo operation would have 
taken, since the IMF is tapping' 
other shareholders for money. 

Last year the request for the 
IMF money Called on Capitol 
Hffl. because it was tied to the 
even less popular issue of Amer- 
ica's unpaid dues to the United 
Nations and because both issues 
had tacked to them an anti- 
abortion amendment that Presi- 
dent Clinton refused to sign. 
Since then, calls on the IMF 
have multiplied, most signifi- 
cantly from South Korea, Indon- 
esia nnrf T hailan d. 

The Fund now has left in its 
kitty $40bn-$45bn in usable 
resources, which another rescue 


- of Korean size would halve 
Despite Lewiniskygatej the 
administration has gone into 
bat for the extra IMF money. It 
even fielded. William Cohen, 
defence, secretary, who told the 
Senate Banking committee how 
IMF programmes were helping 
shore up the security of Asia. 

Predictably, however, some 
on the left complain that the 
IMF forces countries to .cut 
social and environmental spend- 
ing, while others oh the neo-iso- 
lationist right air their visceral 
dislike of ah institution like the 
IMF. More substantive is the 
concern that IMF hail-outs are 
Insulating- commercial banks 
from the consequences of risky 
lending, thereby encouraging 
irresponsible lending elsewhere. 
Other criticisms can be levelled 
against the IMF: it failed to spot 
the extent of Asia’s problems in 
time; its programmes are still 
insufficiently transparent; It 
was myopic about the risks of 
prlvate-to-private lending on 
Asia’s vast scale; and its macro- 
economic. conditionality is, 
despite adaptation to Asia’s cir- 
cumstances, stffl too strict 

If Congress were to tie a 
review of these issues to its 
approval of new IMF money, it 
could do everyone a service. 
Because the US is the IMF’s big- 
gest shareholder,- it has the 
jpower to encourage openness 
where other parliaments can- 
not It should use this power, 
but responsibly. 


EU and Iraq 


Sunday’s assertion by George 
Robertson, the UK defence sec- 
retary, that Britain is “flying 
the European flag in the Gulf 
must have been as much a sur- 
prise to some of Britain's Euro- 
pean partners as to the crew of 
HMS Invincible. Although the' 
UK currently holds theEU pres- 1 
idency it is not known to have 
sought any mandate from the 
council of ministers before, or 
indeed after, sending, forces to 
join those of the US in threaten-' . 
ing air strikes against Iraq. - 

Nor does it appear that any 
other member state was anxious 
to discuss the matter. On the 
most burning international 
issue of the moment, on which 
the US is urgently looking to its 
allies for support, the EU has 
yet to find, or even to seek; its 
collective voice. What price the 
much-touted common foreign 
and security policy? 

The answer is that, the price is 
higher than, for the moment,- 
those member states that have 
folly fledged national foreign.. 
policies are prepared to pay. 
That means mainly the UK and 
France: both nuclear powers, 
both permanent members of the 
UN security .council, both main- 
taining extensive contacts .with 
their former colonies ..around, 
the world, both in the habit of 
projecting power through then- 
armed forces when they, discern . 
a national interest in dcdhg so. 
Both are happy to “fly the Euro- 
pean flag” when doing these 


thing *; (though perhaps it comes 
more naturally to the French), 
but not to have other Europeans 
tell them how to do them or 
when; still less to let others stop 
them when they are so minded. 

That is the underlying reason 
why EU members were unable 
to agree; either at Maastricht or 
at a ms tm- riam, on institutional 
changes which might make a 
common foreign policy possible: 
majority "voting in the council, 
and a single European foreign 
ministry whether free-standing 
or (more logically) part of the 
Commission. The planning cell 
and “high representative" con- 
talned in the Amsterdam treaty 
are a step in this direction, but 
only a small one. 

Failing such changes, the ED 
can operate only by consensus, 
and In the current crisis it 
became dear eariy on that con- 
sensus would hot be reached. 
Tony Blair decided that it was 
an opportunity to cement the 
UK’s special relationship with 
the US, and for himself to earn 
the undying gratitude of Bill 
Clinton. The French.. for their 
part, would see no virtue in a 
common European stand on 
such an issue unless it demon- 
strated Europe's capacity to 
think and act for Itself rather 
than tag along behind the US. 
Other EU members are strung 
out uncomfortably between 
those two positions. The dearest 
wish of most of them is to be 
spared having to make a choice. 


Cypriot contest 


The real race to elect a new 
president of Cypres is now on. 
Sunday’s preliminary round of 
voting saw the elimination of 
five also-ran candidates, leaving 
Glafkos derides, the incumbent 
president, to battle it out in the 
February 15 run-off with George 
Iacovou, a former foreign minis- 
ter. He cleared the first hurdle a 
whisker ahead. 

The stakes are high - not 
because the two Greek Cypriot 
candidates present an enormous 
contrast,, but because whoever 
wins faces the difficult task of 
negotiating the entry of Cyprus 
into the European Union and, 
simultaneously, trying to reach 
_ deal with the Turkish Cypri- 
ots in the north that would end 
the 23-year-old division of the 
island. 

The two issues are almost 
completely intertwined. In 
purely economic terras, Cyprus, 
or at least the Greek southern 
part of it, presents no real prob- 
lem for the EU, But. Greece, 
apart EU members would be 
loath to admit only the Greek 
part of Cyprus, giving the Union 
an external border with 35,000 
Turkish troops on file for side of 
United Nations-pa trolled 
buffer zone. Anyway, there is no 
sign of the Turkish Cypriots 
agreeing to join the Greek Cyp- 
riots in ED accession talks, par- 
ticularly while .Turkey is itself . 
still in high dudgeon about 
Brussels’ treatment of its own 
application to enter the EU. 

Time presses. . In a. month's 
time the EU is due to- host a 


new-style “European confer- 
ence”. This gathering has been 
expressly designed to enable the 
EU to mend fences with Ank- 
ara, but the latter still shows no 
inclination to attend. Once the 
Greek Cypriots elect their new 
president, the UN is due to 
invite him to resume inter- 
communal talks, with Rauf 
Denktash, the Turkish Cypriot 
leader. But Mr Denktash is 
threatening to boycott UN talks 
as well as EU negotiations 
unless, the Greek Cypriots first 
recognise his “Turkish republic 
of northern Cyprus", 

- It is. a mess, and the only way 
out of it Is through concessions 
on all sides. Turkey must see 
that having some Turkish, 
albeit .Cypriot, influence inside 
the EU is better than none. Mr 
Denktash must see that Us 
demand for formal recognition 
of his state as a precondition for 
going back into a federation 
with Greek Cypriots is a recipe 
for deadlock. But Brussels must 
ensure that BU-siyle.fteedam of 
movement ■ would not lead to 
Turkish Cypriots being swal- 
lowed up in a Greek-dominated 
state. 

Above all, it behoves the 
Greek Cypriote; who started 
this potentially dangerous game 
’with their. EU application, not. 
to let it get out of control- The 
new president's priority should 
be to find some, way of. wooing 
the Turkish Cypriote into the 
EU and UN talks. This may 
entail political risks, but the 
alternative is worse. 


When fares aren’t fair 

Richard Tomkins looks at the arguments that US airline 
deregulation has not worked as it was supposed to 


W hen the cost of a 
return economy 
class ticket from 
New York to Los 
Angeles has 
reached $1,836. (£1400) it is time 
to ask whether deregulation of 
the US airline industry has failed 
the travelling public. 

And when the five big airlines 
flying the route are charging 
exactly the same fare, it is tempt- 
' ing to conclude the answer may 
be "Yes”. 

US airline deregulation is SO 
years old. Widely regarded as a 
success, it is being imitated 
around the world. But in the US, 
its anniversary is coinciding with 
a groundsweQ of opinion that the 
system is seriously flawed. 

According to popular myth, 
deregulation has tinned the US 
into a flyer’s paradise: a market 
in which fares have been driven 
to rock bottom by cut-throat cam- 
petition between established air- 
lines and scores of smalt, start-up 
carriers. 

The reality is rather different 
Competition between these two 
groups Is only evident where the 
new entrant is big and powerful 
enough to muscle into routes 
dominated by established carri- 
ers and stay there. Merely offer- 
ing cheap fares may not be 
enough. 

What has happened is that two 
distinct travel markets have 
evolved: one In which Southwest 
Airlines, by far the most success- 
ful low-cost carrier, competes, 
and another, in which it does not. 

Where Southwest flies, fares 
are low. But in the rest of the US, 
competition ranges from limited 
to non-existent. New entrants 
have all but given up trying to 
penetrate the market The estab- 
lished airlines are taking - full 
advantage of their dominant posi- 
tion to push fares to record 

highs 

The difference between fares in 
the two markets is astonishing. A 
one-way economy ticket from 
Seattle to Spokane (223 miles) 
costs $53. Southwest flies that 
route. Outside Southwest's terri- 
tory, a ticket from Detroit to 
Pittsburgh (198 miles) costs $333. 

Of course, not everyone pays 
foil fere. Leisure travellers get 
big discounts for return tickets if 
they book long enough in 
advance, spend a Saturday night 
at their destination and accept 
other restrictions. But the dis- 
counts are from ever-rising basic 
fares: and they are deliberately 
designed to exclude business 
travellers, who often end up pay- 
ing foil whack. 

Until recently, overcapacity in 
the industry had kept fares • 
down. But the US economy’s long 
stretch of economic growth has 
filledthe empty aircraft seats, 
and on routes where there low- 
cost carriers do not compete, the 
big. ah -jinew are taking full advan- 
tage by raising fares. 

According to American Express 
Travel Related Services, which 
compiles an index of business 
feres across the US, the average 
one-way business fere rose by 16 
per cent last year- 
Corporate travel managers, 
among others, are angry. Peter 
Buchheit, director of travel and 
meeting services for the 
Maryland-based Black & Decker, 
says: “We don't mind paying 
what’s reasonable, but we do 
mind being gouged. And in some 
markets, we feel that's the case.” 

But why are some routes so 
much more expensive than oth- 


US airlines; the price of 


calculation 

■r.No wonder Michael Frenzel ■ 
smUed as he announced he’d . .. 
finally gotrid of PreuSaag’s 
bothersome steel division. ...' 
Selling it-tothe goveriimsit of 
Lewertfex orty S a-shot in the 
arm far his hopes of building a * 
modem, slimmer Breussag based 
<mservfcesandtochiKilcigy.WTth 
steel gone, he is set to dig his •. 

The unflap pable Frenzel has - 
also beenout shcEpfog; this ■_ 
week cartel officials are - 
expected to approvePreuseag’s 
takeover off travel group .. ■ 
Hajag-Lloyd. Then Frenzel plans 
to hid for Tui, Germany's biggest , 
travel services group- Standing 
behind iifl thte 1 activity - though 
pbt veiyfar behind- is . -: - -' f 
.Preussag’sbiggest shareholder, 
thepowerfol state-owned . 
Wes tdamgcb e TaTilfpKhimIr' 
Frenkel is a former WestLB’ 

mari , - '. 

. 'piily-time wifi teil;whether the 
Steel tieal is as good for Gerhard - '• 
SehrOdar, the wily prime . 
minister of Ifrwer -Saxony and - 
possible candidate for the • . 

chancellorship. who bears a ' 
passing resemblance to FrenzeL • 
heiaspledged to persuade - .-. 
Investors to take the business off 
h&hands. 

There are state elections on 
March 1, and the fact that 


US aMne industry profits (Stonj 
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ers? Theoretically, thanks to 
deregulation, any US airline nan 
operate an any domestic route, 
charging whatever fere it likes. 
So if, for example, the fere on the 
New York-Los Angeles route 
were in excessive, another opera- 
tor should be able to move in and 
undercut it 

Actually, it did- In September 
1996. the then defunct Pan Ameri- 
can World Airways was resur- 
rected as a low-cost carrier and 
started offering a dally scheduled 
service between New York and 
Los Angeles at an unrestricted 
fore of $199 each way. The big 
carriers, with their high costs, 
could not match Pan Am's feres 
without sustaining heavy losses. 
So they slashed their feres for 
flights departing just before and 
after Pan Am’s, and charged nor- 
mal feres at other times - a prac- 
tice known as bracketing. After a 
year-long struggle. Pan Am aban- 
doned the rente. Fares jumped 
back up. 

This has been repeated all over 
the US when start-up carriers 
have tried to penetrate new mar- 
kets. In contrast, when left to 
themselves, the big carriers tend 
to operate as an oligopoly, charg- 
ing the same feres even when 
ostensibly “competing”. 

Under US anti-trust laws, air- 
lines are not allowed to collude 
over fares. In practice, they con- 
tinuously “talk” to each other 
through their computer reserva- 
tion systems. If an airline wants 
to increase its fare for a particu- 
lar route, it posts the higher fere 
on its system and waits to see if 
other carriers raise their feres, 
too. If they do, the higher fare 
sticks. If they do not, the airline 
brings its fare back down. 

Arguably, that is competition. 
Robert Crandall, chairman and 
chief executive of American Air- 
lines, says that airline seats are a 
commodity, and the market rate 


is set by whoever is charging the 
lowest price at a given time. “The 
fact that all prices are the same 
is a reflection of the intensity of 
the competition, and the feet that 
the market is perfect - that is. 
that consumers are perfectly 
informed.” 

But with small fry. things may 
be different Patrick Murphy, the 
Department of Transportation 
official who oversees aviation 
policy, says: “We have observed 
that when the major carriers 
compete with each other, their 
behaviour is different from when 
they compete with low-cost low- 
fare airlines, and that has been of 
some concern to us." 

Critics of the big airlines' pric- 
ing policies go further. They 
claim that, even if the big air- 
lines do compete against each 
other, many markets are not con- 
testable. Kevin Mitchell, chair- 
man of the Business Travel Coali- 
tion, a body representing 
corporate travel managers, says 
the big airlines preserve their oli- 
gopoly not just through anti-com- 
petitive practices such as brack- 
eting, but by preventing new 
entrants from obtaining access to 
airports. 

“The big carriers have acquired 
almost all the available take-off 
and landing slots at the nation's 
most important airports - New 
York's JFK International and La 
Guardia. Washington National 
and Chicago O’Hare Interna- 
tional - and they refuse to sell 
them or lease them to new 
entrants,” Mr Mitchell says. 

In other important cities, Mr 
Mitchell adds, the big airlines 
often hold exclusive, long-term 
leases on airport facilities, giving 
them control over access to 
arrival and departure gates and 
check-in desks. 

Southwest Airlines has par- 
tially surmounted the barriers to 
price competition because, after 


27 years In the business, it is 
powerful enough to swamp new 
markets with cheap, high-fre- 
quency flights departing through- 
out the day, a strategy that can- 
not be countered with 
bracketing. 

Rather than yield routes to 
Southwest, the big carriers have 
responded by setting up low-cost 
subsidiaries of their own. United 
Airlines has United Shuttle. 
Delta Air Lines has Delta 
Express. US Airways is about to 
launch MetreJeL All are to the 
benefit of travellers. 

Southwest, however, is only 
interested in short-haul routes 
with high traffic densities. Many 
of these are closed off to it by the 
restrictions on airport access. As 
a result, even after 20 years of 
deregulation, at least half of the 
US air travel market, especially 
the densely populated north-east, 
has been left untouched by low- 
cost competition. 

T he man widely 
regarded as the father 
of airline deregulation 
is Alfred Kahn, now 
80, who was chairm an 
of the Civil Aeronautics Board in 
1978. Mr Kahn says he is happy 
with the result: the central pur- 
pose of the deregulators was to 
unleash competition in the hope 
of bringing air travel within the 
reach of people of modest means. 
“And that central purpose has 
unquestionably been accom- 
plished." 

However, Mr Kahn acknowl- 
edges that the system needs 
improving. The way big airlines 
respond to competition from 
start-ups could objectively be 
described as predation, be says. 
Unrestricted air fares have 
reached “outrageous” levels. 
“Neither have recent administra- 
tions made a genuine effort to 
address themselves to the restric- 


tions on competition that make it 
possible for these high feres to be 
charged." 

In fairness to the big airlines, 
they cannot be blamed for all the 
small carriers’ problems. In 1996. 
an aircraft Down by ValuJet Air- 
lines - then the biggest low-cost 
carrier after Southwest - crashed 
in Florida, killing all 110 on 
board. That led to a loss of pas- 
senger confidence in low-cost air- 
lines, and made it more difficult 
for start-ups to raise finance. 

Even so. there is a strong con- 
viction in Washington that the 
small carriers need help. At last 
count, five proposals for new air- 
line legislation were circulating 
in Congress, variously aimed at 
giving start-up carriers more pro- 
tection from anti-competitive 
behaviour and opening up access 
to airports. One proposal, for 
instance, would force the big air- 
lines to give up some of their 
slots at the main airports. These 
slots would then be auctioned to 
low-fare carriers. 

More immediately, the Depart- 
ment of Transportation is about 
to publish guidelines that will 
spell out what behaviour it 
regards as predator)’, with the 
implication that this will be a 
precursor to tough enforcement. 

Talk of new rules infuriates 
American Airlines’ Mr CrandalL 
“If a new entrant comes in, I am 
not going to close my store so he 
gets to sell tickets," he says. 
“What the Department of Trans- 
portation is mulling over doing is 
effectively making rules that say 
I have to close my store so the 
new guy can succeed. 

“We do not believe we do any- 
thing, or have done anything, 
that violates the anti-trust laws, 
and if somebody tries to make 
some rules which intepret the 
anti-trust laws in a unique way 
for the airline business, they will 
be challenged." 
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SchrMer snatched the steel 
. outfit from under the noses of 
Austrian rivals, won’t hurt bis 
: chances. It might also help that 
the run-up- to the polls won't be 
enlivened by angry steel workers 
marching around Hanover. 


Tread, warily 

■ There has been a bad 
outbreak of dengue fever in 
Venezuela, and people are 
rightly concerned - no-one more 
so tHftn the country’s National 
Association of Tyre 
- Manufacturers, which says it 
knows the root of the problem. It 
i? running a media campaign 
blaming illegal imports of 
second-hand tyres from tbe US - 
it says as many as 100,000 get 
^ast corrupt customs officials 
every year. 

If claims that the tyres are 
■ infested with diseas e-carrying 
insects such as the Asian Tigre 
(asdes aibopidus). The health 
ministry says there's no 
evidence that the pesky bug is 
present in Venezuela, but the 
health scare is showing no sign 
of running out of road. 


Power cut 

■ The tribesmen of Pakistan’s 
’ fractious north, who live in some 
Of the world's most inhospitable 
mountainous terrain, have a 
long tradition of troublemaking 


going right back to the British 
Rqj. Then they lived in caves 
conducting bloody feuds with 
neighbours. Now they operate a 
mixed economy - some legal 
business mixed with 
gun-running, drugs, stolen cars 
and kidnapping for ransom. 

There have been complaints 
about the cost erf electricity, and 
ajirga - council of elders - has 
told the near-bankrupt state-run 
power company that the people 
will refuse to pay their bills. It’s 
a bold move. Many of the richest 
jirga members have grown to 
love life's little luxuries like 
satellite dishes and 
air-conditioning. If the power 
company carries out its threat to 
throw the switch, some serious 
crime might have to be 
conducted from the caves again. 


Shoe-in 


■ Elections in the Philippines, 
one of the world's more 
exuberant democracies, tend to 
be colourful affairs. Candidates 
for May's poll include Joseph 
Estrada, the populist 
vice-president former B-movie 
star and self-confessed 
womaniser, and Alfredo Lim, the 
mayor of Manila dubbed “Dirty 
Harry” for his controversial 
approach to crimebusting. 

Tbe latest arrival, fresh from 
being sentenced last week to 
nine to 12 years for corruption, 
is none other than former first 


lady and fabled shoe collector 
Lmelda Marcos, who wants to 
“bring back dignity, decency and 
leadership to the position". 
Bringing back some of tbe 
millions her late husband 
plundered from the treasury 
might be even more useful. 


Horn sounds off 

■ Ahead of the May elections, 
Gyula Horn, Hungary’s prime 
minister, is trampling all over 
the “no public niggling" deal 
between his Socialist party and 
its junior coalition partner, the 
Free Democrats (SZDSZ). 

Tbe Socialists have a 
comfortable poll lead, with 40 
per cent of voters saying they'll 
back them, though less than half 
that number want them to rule 
alone: coalition politics seems to 
be popular, with 58 per cent 
support. In Horn’s position, 
many politicians would just get 
on with the game, instead of 
constantly moaning about their 
junior partners in apparent 
pursuit of one-party rule. 

His main beef is that it is “not 
easy" to work with the SZDSZ. 
since it has “little experience or 
government". That’s hardly 
surprising: for four decades it 
was muzzled by a parliament 
dominated by the Moscow- 
backed Socialist Workers Party. 
Horn, who was a leading light of 
that party, suffers from no such 
experience gap. 


100 years ago 

Bickerings In Argentina 
The Argentine National 
Congress has a habit of 
spending several months in 
more or less fruitless 
discussions and bickerings, 
generously interspersed with 
failures to muster a quorum, 
and then of rushing through 
in a few days at the close of 
the session a mass of Bills of 
varied importance. It Is 
reported that this year, which 
was no exception to the rule, 
the practice during the rush 
was to pass the Bills in 
groups, and it is even stated 
that one Bill in the Senate 
supposed to have been passed 
in this way was found to have 
been accidentally omitted, to 
the joy of foreign shipping 
men. on whom it would have 
imposed an additional burden. 

50 years ago 

U.S. Motor Output 
While Britain's output of 
motor cars in 1947 was under 
300,000, production in the 
United States was nearly 
twelve times that number. By 
the end of tbe year, America 
was producing more 
passenger cars in one month 
than the U.K. produces in one 
year. Total passenger car 
production for the year was 
3£53,US compared with 
2,148.699 ill 1946. 
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Brussels set for wave 
of opposition to Emu 


By Lionel Barber in Brussels 

The European Commission is 
braced for a wave of public 
opposition to economic and 
monetary union in the run-up 
to the launch of Europe’s sin- 
gle currency on January 1 
1999. The admission came one 
day after 155 German econom- 
ics professors called for an 
orderly delay in Emu because 
the economic conditions were 
not right. 

However, the Commission 
insisted that Emu enjoyed 
such broad support among 
businesses and in the financial 
markets that it had become 
unstoppable. 

“There is no reason to 
panic." said Patrick Child, a 
spokesman for Vves-Thibault 
de Silguy, monetary affairs 
commissioner. 

Dietrich von Kyaw. German 
ambassador to the EH. said the 
round-robin letter was driven 
by die-hard opponents of Emu 
who failed to understand the 
political nature of the project. 
"This is proof that monetary 

Goodyear in 
scheme to 
double size 

Continued from Page 1 


Goodyear is the second of the 
“big three” tyre makers to 
attempt a leap in manufactur- 
ing efficiency and flexibility. 
Mlcbelln is already operating 
several new plants using a 
process it calls C3M, which Is 
understood to require only 
one-tenth of the space and half 
the workforce of a conven- 
tional facility. 

fn disclosing the IMPACT 
technology, however. Good- 
year indicated that it believes 
it has a key advantage over 
C3M because it can be incorpo- 
rated at low cost into existing 
production plants anywhere 
around the world. Micbelin’s 
C3M has dedicated greenfield 
sites. 

Both technologies have 
major implications for the 
$70bn a year tyre industry, 
providing the potential for 
substantial improvements in 
profit margins for Goodyear 
and Michelin - but placing 
other companies in an already 
fiercely competitive industry 
under strong pricing pressures 
unless they can respond. 

Some, including Bridge- 
stone, Germany's Continental 
and Pirelli of Italy, maintain 
they are also making rapid 
progress with more efficient 
processes. 

Goodyear's announcement 
will raise fears about job secu- 
rity among the company's 
95, 000-strong global work- 
force. 

Mr Gtbara said the company 
intended to absorb job losses 
tbrough growth throughout 
Goodyear's tyre and non-tyre 
businesses and through natu- 
ral wastage. 


union is too important to leave 
to economics professors." 

fn spite of their calm. Brus- 
sels officials acknowledged 
that German moves against 
the single currency painted to 
deep-rooted fears among the 
public about the impending 
loss or the D-Mark at a time of 
record unemployment. 

These fears have been com- 
pounded by the economic risks 
of proceeding with a broad- 
based monetary union embrac- 
ing inflation-prone Mediterra- 
nean countries, rather than a 
□arrow D-Mark bloc built 
around Germany, the Benelux 
countries and Austria. 

A senior Commission official 
predicted that the period 
between March 25 and early 
May was likely to be "the last 
hurrah" for the opponents of 
Emu because it would coincide 
with national parliamentary 
debates on the Commission’s 
recommendations on which 
countries qualify for Emu. 

The six-week period culmi- 
nates with the selection of the 
founder Emu members at a 


summit in Brussels between 
May 1-3. Sometime before May’, 
the German constitutional 
court must also rule whether 
to grant a temporary injunc- 
tion to four German professors 
seeking to prevent the single 
currency. 

The Co mmiss ion is also wor- 
ried about the fall-out from the 
Dutch and German general 
election campaigns, which 
take place in May and Septem- 
ber respectively. 

Recently, a Dutch-led group 
of economics professors 
drummed up more than 130 
signatures after a campaign on 
the internet 

The pro- Emu camp is never- 
theless confident that the 
European economic recovery 
will see off anti-Emu opposi- 
tion, and that the technical 
preparation is solid enough to 
ensure a safe launch of the 
euro at the end of the 
year. 
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Pressure 
on Hanoi 
as party 
splits come 
into open 

By Jeremy Grant in Hanoi 

Deepening divisions inside 
Vietnam’s secretive comma 
nist leadership have burst Into 
the open with warnings from 
three respected party mem- 
bers that Hanoi most adopt 
“radical political reforms” or 
face coDapse. 

Their comments, in three 
separate documents obtained 
by the Financial Times, paint 
a bleak picture of the future of 
one of the world's last commu- 
nist governments. Vietnam 
has been hit by peasant 
unrest, economic stagnation 
and policy paralysis in the 
face of the Asian financial 
crisis. 

Tran Do, a 74-year-old for- 
mer army general and party 
ideology chief, made a sweep- 
ing appeal for press freedom, 
freer elections, abandoning 
state-sector control over the 


Former executive 
arrested in raid 
on Japanese bank 


By Miehiyo Nakamoto 
in Tokyo 

Tokyo prosecutors yesterday 
raided the headquarters of the 
Industrial Bank of Japan, one 
of the country's top financial 
Institutions, and arrested a for- 
mer executive 

In a separate development in 
the country's widening bribery 
scandal, the Bank of Japan is 
to conduct an internal investi- 
gation into possible illegal 
behaviour by employees. The 
central bank's announcement 
follows reports that bank offi- 
cials were lavishly entertained 
by financial institutions trying 
to acquire sensitive informa- 
tion about interest rates. 

The Bank of Japan’s investi- 
gation will cover 600 staff and 
focus on whether anyone has 
been entertained in ways 
regarded as inappropriate. The 
probe will not include the gov- 
ernor or deputy governor. 

The raid on IBJ and the 
arrest of Kozo Umezu. a former 
accounting director at the 
bank and currently president 
of its asset management affili- 
ate, have dealt another damag- 
ing blow’ to the financial indus- 
try. 

The sector has been battered 
by revelations or corrupt links 
between banks, the financial 
authorities and corporate rack- 
eteers. Two officials at the 
Ministry of Finance were 
arrested last month, prompt- 
ing the resignation of Hiroshi 
Mitsuzuka, finance minister. 

Last week, a former ministry 
of finance official admitted in 


a Diet hearing that he knew 
about some of the huge losses 
at Yamaichi Securities. 
Japan's fourth largest broker, 
which collapsed with massive 
debts last year. 

Nobuhiko Mats uno, former 
chief of the finance ministry’s 
securities bureau, said Yam- 
aichi sought his advice on 
what it might do with huge 
losses incurred through trad- 
ing for a client Mr Matsuno 
denied he had advised the bro- 
kerage to hide the losses In 
off-book accounts. Yamaichi 
was forced to dose with huge 
off-book losses. 

Mr Umezu was arrested on 
suspidon of bribing Takehiko 
Isaka, a former director of 
Japan’s public highway 
agency, in return for informa- 
tion on bids by financial insti- 
tutions for a bond issue by the 
agency in 1995. Prosecutors 
suspect Yl.5m ($12,000) was 
spent wining and dining Mr 
Isaka. 

Mr Umezu is also believed to 
have entertained a former 
finance ministry bureaucrat 
accused of accepting Y2.56m in 
bribes from Nomura Securities 
for information on bids for the 
underwriting of the bond 
issue. 

According to Japanese 
media, D^Ts bid for the bond 
issue was regarded as unat- 
tractive during screening. But 
on formal bidding day, IBJ 
changed its offer terms and the 
bank's revised bid emerged as I 
the most attractive. ' 
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economy and reducing the 
communist party's pervasive 
influence in society. 

“Our economic reforms cry 
out for an accompanying and 
vigorous political reform pro- 
gramme. Without {political 
reform] the economic reforms 
will hit a dead end ... By 
concentrating all power into 
the hands of leading party 
organs, we are making the 
party regress and degenerate 
...possibly leading to social 
explosions,” he said in a 13- 
page letter to party leaders. 

Gen Do's comments come as 
faction fighting intensifies 
wi thin the party over Hanoi's 
I failure to reconcile a decade of 
economic liberalisation with 
i continued political control. 
So-called doi moi reforms have 
been staffed for two years as 
ambivalence has dominated 
party policy. Foreign invest- 
ment has plunged and Hanoi 
is under pressure to devalue. 

In a section headed “What 
Is TO Be Done?* - echoing a 
political tract written by 
Lenin at the start of the Rus- 
sian revolution - Gen Do 
urged the party to “democra- 
tise*’ to ensure Its survival. He 
said the market economy was 
incompatible with “socialist 
orientation”. Similar senti- 
ments were contained in two 
other letters by mathemati- 
cian Phan Dinh Dieu and for- 
mer party central committee 
member Hoang Huu Nban. 

Diplomats said their com- 
ments probably had tbe tacit 
backing of the reformist flank 
In the party. Their pro-market 
reforms are being blocked by 
party stalwarts who fear any 
further opening could jeopard- 
ise the party's grip on power. 

“This is a warning. The 
party is at a crossroads. 
There’s pressure from the 
people and there's pressure 
from abroad,” said one retired 
party member. 
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Europe today 

Much of the continent will be dry 
with some sunshine, the best of it in 
central areas, although fog patches 
around the Alps and across northern 
France may be slow to clear. Russia 
will have more snow. 

Across Scandinavia and north-east 
Europe, snow will turn to sleet or 
ram, except in the north, before it 
clears eastwards, leaving a mixture 
of sunny spells and blustery 
showers. 

The Iberian peninsula will be 
unsettled, with some showers in the 
south and little sunshine. The north 
should be dry with longer spelis of 
sunshine. Showers in Che eastern 
Mediterranean will clear slowly. 
Five-day forecast 
Snow showers over north-east 
Europe will give way to rain before 
the weekend, except in the far north. 
Most of the continent will be milder 
and dry with some sunshine, but tog 
patches will continue m central 
areas. 

The Mediterranean will be dry for a 
while, but rain will return to the 
Iberian peninsula later. 

TODAY'S TEMPERATURES 
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THE LEX COLUMN 

Professorial punditry 


The single European currency, to 
be launched In less than a year, 
may he premature. But the 155 Ger- 
man-speaking economics professors 
pushing for its postponement are. 
ridiculously tardy.. It is not even as 
if they have come up with any new 
arguments by leaving their clarion 
call until the last minute before 
midnight The bulk of their letter, 
published in the Financial Times 
yesterday, goes over familiar 
ground in advocating the need for 
fiscal stringency. And the argument 
that fiscal convergence is necessary 
for a strong currency was never ter- 
ribly compelling. Much more impor- 
tant is monetary stringency - and 
that has been achieved. 

There is a reason to be worried 
about economic and monetary 
union: Europe's rigid labour mar- 
kets. The euro's arrival will exert 
pressure from two directions. First, 
given that the entire euro-zone will 
be subject to the same monetary 
straitjacket. there will be a pre- 
mium on flexibility elsewhere to 
absorb shocks. Second, the single 
currency will intensify competition 
within the single market. Again, 
countries with poorly-functioning 
labour markets will pay a price. 

The professors do address this 
issue, albeit glancingly. But. at this 
late stage, the best course is to urge 
governments to get cracking with 
freeing up their labour markets and 
point out the dangers of not doing 
so. Sadly, though they perceive the 
problem, most will probably lack 
the will to take decisive action until 
the consequences are upon them. 

Circuit breakers 

Planned new rules on circuit 
breakers - which halt US share 
trading in the event of precipitous 
falls - are a lesson in the art of 
compromise. When trading was 
halted twice on October 27, after the 
Dow Jones Industrial Average fell 
first 350 and then 550 points, there 
were two worries. The first was 
technical: the triggers were hit after 
a fall of just 7 per cent The second 
was philosophical Why have circuit 
breakers at all? What it far from 
stemming panic, closing the market 
undermines confidence? Defenders 
of circuit breakers cite the record 
number of retail buy orders the day 
after October's mini-correction, but 
this may say more about the irre- 
pressible bullishness of American 
investors than the success of the 
system. 

Most market participants favour 
trading halts, on the grounds that 
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they prevent settlement backlogs. 
But regulators are right to worry 
that they deny access to the market 
when' most needed. Moreover, any 
attempt to engineer rules to prevent 
the market reaching its natural 
level is doomed to fail; 

In the event, regulators have 
managed to reach an appropriate 
accommodation with the market. 
Assuming the Securities and 
Exchange Co mmiss ion backs the 
proposals, the market will close for 
the rest of the day-only if the Dow 
drops a massive 30 per cent That 
means investors are unlikely to feel 
traders are just looking for an 
excuse not to pick up phones. But if 
and when that trigger is hit we 
shall be in crash territory and the 
whole debate . will undoubtedly be 
rebvecL 

Russian equities 

Being a minority investor in Rus- 
sian companies can be exasperat- 
ing. The decision by oil group 
Sidanco to issue a convertible bond 
to a select group of shareholders, 
thereby substantially .diluting 
minority shareholders, is .a ease in 
point. The toothless Federal Securi- 
ties Commission baa launched an 
investigation, but few expect it to 
force Sidanco to change its attitude 
to small shareholders. 

The. problem, is not that laws to 
protect minority investors have not 
been passed in RusshL hut that the 
will to enforce them is weak. Brit- 
ish Petroleum, which will protect 
Its 10 per. cent stake by participat- 
ing in the bond, should. do more 
than just express sympathy for 
minority shareholders less fortu- 
nate than itself, If it Is to have , a 
mare significant role in the com- 


pany than mere provider of cash 
and operational expertise, it should 
use its forthcoming seat on the 
Sidanco board to improve corporate 
governance. If this makes the com- 
pany more transparent to investors, 
BP should find its efforts amply 
rewarded by gaining a higher value 
for its stake. 

While -many other emerging mar- 
kets have bounced back firms the 
Asian crisis, tbe Russian market is 
stiff listing. It is down 25 per cent in 
dollar terms since the start of the 
year. Failure to accept basic princi- 
ples of corporate governance will 
continue, to drive foreign money to 
more congenial destinations. 
Sidanco and others should bear in 
mind that luring it back may be 
harder. 

MetaUgesellschaft 

Yesterday's . announcement of 
MetaUgesellschaft' s first dividend 
since, its brush with bankruptcy in 
1293 shows confidence is restored. 
-And plans to seek shareholder 
.-.approval for a buyback of- up to 10 
per cent of the company's share 
capital show its balance sheet to be > 
ftilly recovered from the'Sl.3bn : 
derivatives loss that laid it low. If 
its shares have looked weak over 
the past few months it is because 
some longstanding shareholders 
have been selling down their indus- 
trial holdings. That said, Deutsche 
Bank. Dresdner Bank and two other 
shareholders still own just under 
half tbe company. 

Most encouraging for sharehold- 
ers is the fact that Kajo Neu- 
kirtfoen.. the Deutsche Bank hit-man 
parachuted In to turn around the 
company, has extended his contract 
until 2003. By introducing stock 
option plans for management and 
gradually ratcheting up tbe targets 
for return on capital employed - 
next year's will be 14 per cent - the 
group has become. clearly focused 
oh creating value for shareholders. 
Signs that it js ; actiyely considering 
a buyback - before German law 
even permits it - are also impres- 
sive. Lowering the company's cost 
of capital and giving it greater flexi- 
bility to . finance acquisitions 
through share-swap deals is sensi- 
ble.. Strengthening the Lurgi plant 
engineering division ? perhaps with 
an acquisition of Foster Wheeler, 
which would give ft a stronger pres- 
ence in the US - should be Mr Neu- 
kirchen’s next move. 


Additional Lex on UK tax losses. 
Page 22 
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GM plans $4bn stock buy-back ^ 0 ” k ^ ,es 

tajSJSk"— - US automaker’s shares increase 4 per cent SSSS in S900m 


General Motors . yesterday 
stepped up Its efforts to main- 
tain its recent share price 
recovery as It' revealed a plan 
to pour ' another $4bn into buy- 
ing back its own stock. 

. . If : completed, the repur- 
chases would leave the US 
automaker with 20 per cent 
fewer shares than it had whan 
it first embarked on stock buy- 
. backs early last year, making 
it one of the largest such buy- 
backs In corporate America. 

Wall Street, which has put 
pressure on all the Mg auto- 
makers to use more of their 
cash to buy back stock or raise 


■ their dividends during the inng 
economic expansion, cele- 
brated the news with a 4 per 
cent rise in GM's stock yester- 
day morning. 

The decision to spend 
a n ot he r S4bn reflected a belief 
that the recent high number of 
new vehicle sales In the US 
would continue this year, said 
Michael Losh, chief financial 
officer. This would make 1998 
.“another year of strong cash 
generation'’, he said. 

Analysts took his comment 
to Indicate that operating cash- 
flow at GM would he in, the 
same $&5tra-87bn range as the 


past two years. 

The decision would not 
reduce GM's ability to invest 
overseas, particularly In Asia. 
Mr Losh said. He refused to 
comment on the company's 
talks about forging closer links 
with Daewoo, but said the 
Asian financial crisis was 
“creating some investment 
opportunities". 

Until early last year. GM had 
used its extra cash to restore 
its depleted financial reserves 
and increase dividend pay- 
ments after the ravages of the 
early-1990s downturn. That 
had eventually left it with one 


of the highest dividend yields 
among large US companies. 

Mr Losh said the recent 
emphasis on buying back 
stock rather than raising the 
dividend, did not reflect a lack 
of confidence in the future sus- 
tainability of the company's 
cashflow. Rather. GM already 
had a higher dividend yield 
than many other cyclical com- 
panies and could afford to con- 
centrate its firepower in other 
ways. 

Buy-backs, which increase a 
company’s gamings per share 
by reducing the number of 
shares outs tanding , are also a 


more tax-efficient way of using 
excess cash, since the remain- 
ing shareholders do not pay 
tax on the distribution. 

The company has announced 
two buy-back plans of $2.5bn 
each since the start of 1997, 
with the second due to be com- 
pleted in the middle of next 
month. 

While other US companies, 
such as General Electric, have 
announced larger repurchases 
in terms of the amount of cash 
to be used, GM's lower stock 
market value makes its plan 
larger in terms of the overall 
impact on the company. GM 
already has much of the cash 
on hand to make the new pur- 
chases. 


Markets 
in $900m 
write down 


By Richard Waters 
in New York 


Institutional buyers outnumber sellers by 10 per cent as crisis seen to recede 


Fund managers recover 
faith in Asian equities 


By Jam MartbYson, 
investment Correspondent 


Fond managers have become 
more bullish about the outlook 
far Asia Pacific than at any 
time since flu- turmoil in the 
region’s equity and currency 
markets began last year. 

In a survey of 282 institu- 
tional investors - which have 
assets of'£3,663bn (S6Jl7bn). - 
buyers of Asian equities out- 
numbered sellers by 10 per 
cent,: the highest level since 
last - summer. ' 

The survey by Merrill 
Lynch,' the US .Investment 
bank, and Gallup, the research 
company, urns carried out last 
week and confirms recent 
improvement in the region's 
markets. ■ 

Fund managers based in 
Aria were the most optimistic. 
Node of thesfr managers - who 
togethv have assets of S264bn 


- expected the Hong Kong dol- 
lar’s peg to the US dollar to be 
broken. Only 7 per cent of 
these respondents expected 
that the Chinese currency 
would depreciate against the 
dollar this year. 

Some UK and US fund man- 
agers remain fearful about 
conditions in the region, 
prompting Trevor Greetham, 
global strategist at Merrill 
Lynch, to predict still further 
buying if economic conditions 
oontinue to improve. 

Companies in Korea and 
Thailand have been the chief 
beneficiaries of renewed opti- 
mism to date, according to the 
survey. 

There were marked differ- 
ences among fund managers 
Interviewed about the poten- 
tial impact on their domestic 
markets of the Aslan crisis. 
While almost a quarter of US 
managers thought the Impact 


would be significant some 83 
per cent of European fund 
managers thought Asia would 
have only a marginal impact. 

The monthly survey also 
found some US ftmd managers 
had become bearish about the 
prospects for US Treasury 
bonds, which have performed 
strongly in the past few 
months. However, bulls of 
Treasuries still outnumber 
bears in the US by 43 per cent 

UK fund managers have 
reduced the amount of their 
portfolios they hold in cash as 
they become more optimistic 
about the prospect for interna- 
tional equity markets. The 
average cash holding of the 
UK investors - who manage 
assets of $2499hn - fall from 
7.6 per cent in December to &8 
per cent 

“These managers are begin- 
ning to pour that money back 
into the markets.’ 1 said Mr 



Greetham. The last time the 
cash holdings of UK managers 
were more than 7 per cent was 
in the autumn of 1990 when 


the world was on the brink of 
the Gulf War. interest rates 
were much higher and the UK 
was heading for a recession. 


Vietnam UK shareholders may sue US group 


By Charts Greaser In London 


stock 


By.^erdniy Qmnt in Hanoi 
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Vietnam plans to launch an 
experimental stock exchange 
at the end of the year, where 
foreign brokerages will be 
allowed to form joint ventures 
with local companies. 

Hanoi pledged five years ago 
to open a bourse as part of 
market-orientated reforms, 
but delays were caused by a 
lack of suitable candidates for 
listing, slow progress on pri- 
vatisation and a Soviet-era 
accounting system. 

The decision to move ahead 
marks a modest breakthrough 
but the choice of a trial 
exchange underscores Hanoi's 
caution. Officials, fear estab- 
lishing a market vulnerable to 
the kind of wild fluctuations 
that plagued China's fledgling 
exchanges. 

“It’s our view that we have 
to set up a securities market 
as soon as possible - but care- 
fully," said Nguyen The Tho, 
director of international rela- 
tions at the State Securities 
Commission, which will over- 
see the establishment of a full 
axebange. The SSC would sub- 
mit a proposal next month for 
the bourse in. the southern 
commercial huh of Ho Chi 
Minh City. It could be operat- 
ing in the fourth quarter. 

The proposal envisages an 
exchange trading 10-15 com- 
panies; picked mainly from a 
batch of 17 state-owned con- 
cerns that have been priva- 
tised. Most shares in these 
companies have ended in the 
hands at workers and manage- 
ment but about 30 per cent 
have been bought by the Viet- 
namese public. The companies 
oh average are capitalised at a 
little less' than Sim. 

Some small Vietnamese 
banks Save set up securities 
divisions in preparation for 
brokerage activities. A draft 
of the proposal says foreign 
companies should be allowed 
2^30 per cent of any Joint ven- 
ture brokerage. Foreign bank- 
ers said -this, share was likely 
to be too low to attract much 
interest 

“On the whole foreign secu- 
rities companies would like to 
have , control, IT not close to 
control. They’re worried the 
local partner might over- 
expose the venture, posing a 
risk to the mother company at 
home,". said Jonathon. Waugh 
of Jaritine Fleming in Viet- 
nam. 


Minority shareholders in As tec 
(BSR), the UK-listed electron- 
ics group, yesterday threat- 
ened legal action to stop 
majority shareholder Emerson 
Electric from taking full con- 
trol. 

Emerson, a US electronics 
group, which owns 51.1 per 
cent of Astec, provoked out- 
rage last month when it out- 
lined plans to buy out the 
minority shareholders at Hip 


a share and end dividend pay- 
ments. No formal offer has 
been tabled. Astec shares rose 
2p yesterday to 126p, compared 
with a low of 104p three 
months ago. 

Astec, which used to make 
record turntables under the 
old BSR name, sells power con- 
version packets to PC manu- 
facturers and telecoms groups. 

Royal & Sun Alliance, the 
insurance group, and Electra 
Fleming, the venture capital- 
ist, which account for 7 per 


cent of Astec shares, are expec- 
ted to issue court proceedings 
against Emerson next week. 

Four other institutions are 
considering whether to join 
the legal battle, which would 
make UK corporate history 
and test the rights of minority 
shareholders. 

Under the 1986 Companies 
Act, shareholders can issue 
proceedings against another 
shareholder where they feel 
their interests are being 
“unfairly prejudiced”. Emer- 


son stood by its assertion yes- 
terday that dividends should 
be stopped to finance acquisi- 
tions. This was in spite of a 
sound set of annual results 
from Astec, in which the full- 
year dividend was raised 16.7 
per cent to 2.i0p. Astec spent 
$35. 4m on research and devel- 
opment In 1997. 

Astec, which reported pre- 
tax profits up 9.6 per cent to 
£372zn on turnover of £3S 6.6m 
(£390 ,6m), ended the year with 
net cash of £60.6m. 


Dow Jones yesterday wrote 
down the value of its invest- 
ment in the real time financial 
information business by 
nearly S900m, in the process 
wiping out ail the profits it 
has made in the business since 
first acquiring a stake in the 
former Telerate in tbe mid- 
1980s. 

The move had been widely 
expected and has been seen by 
analysts as one step in the 
long-expected sale of the trou- 
bled operation, which is now 
known as Dow Jones Markets. 

Dow Jones continued to say 
it was investigating a number 
of alternatives for the busi- 
ness. However, tbe remaining 
S5 50 in book value of the oper- 
ation after the write-down was 
seen as an indication of the 
amount that the US company 
might hope to recoup from a 
sale. “We have an accounting 
obligation to say what the 
business is worth and we are 
doing that," the company said. 

Hie derision to write down 
the value of the goodwill from 
the purchase of Telerate, 
which was completed in 1990, 
left the US information group 
with an overall after-tax loss 
of S802m for the year. Peter 
Kann, chairman, said the 
move, along with other 
restructuring charges, would 
“position Dow Jones for a 
stronger performance in 1998 
and beyond”. 

Mr Kann had championed a 
$6 50m investment programme 
early last year to revitalise 
Dow Jones Markets, which 
had lost ground against newer 
rivals like BJoomberg. Those 
plans were scaled back, 
though 5170m was eventually 
spent on the project in 1997. 

In all, Dow Jones said that 
profits from Dour Jones Mar- 
kets had brought it cash divi- 
dends of S600m between 1985 
and 1996. before the invest- 
ment programme began. It 
paid S1.6bn In all for Telerate, 
though tbe book value bad 
fallen to $i.4bn before yester- 
day’s move due to the regular 
annual amortisation of good- 
will required under US 
accounting rules. 

The problems at Dow Jones 
Markets once again overshad- 
owed the strong performance 
of the group's newspapers, 
which include the Wall Street 
Journal. Advertising lineage 
on the Journal was up 13.4 per 
cent for 1897. 


Unwilling to think big. Page 12 


Vendex in agreed 
$840m bid for rival 


Dutch retail group 


What do the four largest UK MBOs 
of 1997 have in common? 


By Barbara Smit 
In Amsterdam 


Vendex, the Dutch retailer, 
yesterday launched a friendly 
Fll.Thn ($840m) takeover bid 
tor the rival KoninkUjke Bijen- 
korf Beheer, which would 
bring the country’s main 
department store chains under 
single ownership. 

Vendex owns Vroom & 
Dreesman. while its troubled 
competitor owns De Bijenkorf 
and Hexoa. The proposed 
merger - which is likely to 
come under scrutiny from the 
European Commission - 
would create a company with 
combined sales of about 
FI 13bn. However, Jan Michiel 
Hessela, Vendex chairman, 
said he planned to split food 
activities from the rest of the 
group “as, quickly as possible". 

Last year Vendex spun off 
its temporary employment 
unit, Vedior. Without the food 
business, the Vendex-KBB 
combine would have turnover 
of about F18J2bn, and employ 
47,000. 

Mr Hessels, who would head 
the merged group's executive 
board, said the deal would help 
the two companies hold mar- 
ket share in the Netherlands 
against foreign competitors 
and to expand abroad, “to this 
game,' you need a strong posi- 
tion in your domestic market 
if you want to play along at 
European lever he said. 

The two groups said their 
market share in the Dutch 
non-food retailing would be 
about 11 per cent But Mr Hes- 
sels admitted they would con- 
trol “nearly all of tbe country's 
department stares”. 

Vendex has offered FI 145 
per share for outstanding KBB 


shares, which surged FI 13,80 
on the news, to close at 
FI 141.80. Vendex shares rose 
FI 9.70 to FI 12820. 

The two Dutch retailers, 
which also own speciality 
stores, have discussed collabo- 
ration In the past. After the 
collapse of the last talks in 
October 1996, Vendex sold the 
56 per cent stake in KBB it 
acquired in the 1970s. 

Tbe agreement comes six 
months after Arie Maas, who 
retired as a KBB chairman in 
1995, returned to the helm to 
help reverse Its fortunes. After 
repeated losses, he launched 
another restructuring, this 
time cutting about 3,000 jobs. 

Mr Maas yesterday denied 
he was brought back to tbe 
retailer just to find a buyer. He 
said he bad studied the group's 
chances of independent sur- 
vival and that the merger 
came about after a call from 
Mr Hessels last autumn. 

The two chairmen insisted 
the deal would lead to a 
“merger between equals’', 
although it appears more like 
a takeover by Vendex. Tbe 
four-member executive board 
of the proposed company will 
have only one KBB executive. 

Mr Hessels said the group 
should report double-digit 
growth on average for the next 
five years, and synergy effects 
would reduce costs by about 
FI 75m in three years. 

He said that the deal 
should make an immediate 
contribution to earnings per 
share. It will be financed by 
existing capital, loans and a 
possible FI 400m capital-rais- 
ing. 

Vendex is advised by ABN 
Amro, KBS by Goldman 
Sachs. 
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They were each financed by 
Bankers Trust. 


During 1997, Bankers Trust arranged and 
underwrote £3-75 billion of senior and 
subordinated debt facilities in J5 transactions 
across the UK and Continental Europe. 


For any enquiries please contact: 

European Leveraged Finance Group 
Tel: +44-171-982 3550 
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Salomon buys Nat West Australia arm 


By Gwen Robinson in Sydney 


Salomon Smith Barney, the 
investment hanking arm of Travel- 
ers group of the US. is to purchase 
National Westminster’s Australian 
and New Zealand broking and 
Investment banking business for 
A$130m (US$87m). 

Salomon said yesterday it had 
agreed to buy County NatWest's 
Australian and NZ business, 
including equities, corporate 
finance and parts of its financial 
markets division, by the end of 
March. 

"The Australian operations of 
Salomon Smith Barney, which 
include investment banking tea m s 

in Sydney and Melbourne, will be 
merged into County NatWest's 


offices in Sydney and Melbourne, 
which in combination with County 
NatWest's New Zealand operations, 
will form Salomon Smith Barney 
Australasia," it said. 

NatWest Markets was one of 
Australia's leading brokers, 
posting an after-tax profit of A$68m 
in its last financial year on a series 
of flotations and privatisations. 
However. NatWest Markets in 
London announced recently it was 
leaving the global equities 
business. 

The deal is Salomon's first inter- 
national acquisition since its 
US$9bn merger with the Travelers 
group last November, and expands 
its presence in the Asia-Pacific 
region. 

Salomon, meanwhile, said the 


acquisition would help its overseas 

expansion strategy. 

Analysts said Salomon had 
secured an extremely good price 
for its purchase, considering Nat- 
West was Australia's largest equity 
broker. But Robert Morse, manag- 
ing director of Salomon Smith Bar- 
ney Asia Pacific, said the price tag 
was subject to future profitability 
and could change if targets were 
not met. 

Peter St George, former chief 
executive of County NatWest in 
Australia, who has been appointed 
to head the Salomon Smith Barney 
Australasia operations, said the 
merger was “good news” for all 
concerned. 

Mr Morse said Australia and 
New Zealand "represent important 


markets in the global securities 
business and offer exciting domes- 
tic opportunities”. 

Salomon said that Nick Greiner, 
the former premier of . New South 
Wales who has chaired NatWest 
Markets Australia since 1994. 
would continue his association 
with the merged entity. 

NatWest began withdrawing 
from the Australian market with 
the sale last October of its Austra- 
lian fund management arm to the 
National Australia Bank. The lat- 
est deal would see the final depar- 
ture from Australia of the National 
Westminster Bank group, one of 16 
foreign banks authorised to enter 
Australian banking in the 1980s. 

The Reserve Bank. Australia's 
central b ank , has traditionally 


resisted takeovers by foreign 
investment banks, maintaining 
that banks should be controlled by 
other banks or have a diversified 
share ownership. 

However, the combined Salomon/ 
NatWest group is not likely to hold 
on to NatWest's banking license, as 
other large investment banking 
and broking groups operate 
efficiently in Australia without a 
license, analysts said. 

Analysts added that Salomon’s 
move raised questions about the 
future moves of other large US 
investment banks in Australia, 
including Goldman Sachs, Morgan 
Stanley and Credit Suisse First 
Boston, . and - about the 
consolidation that would follow a 
spate of takeovers. 


Foster’s 
shrugs 
off crisis 
in Asia 


By Gwen Robinson 


Foster's Brewing Group. 
Australia's largest brewer, 
yesterday defied gloomy 
forecasts by announcing 
steady first-half earnings. 

Losses in its Asian 
operations because of the 
financial crisis in the region 
were not as great as feared, 
and the group also overcame 
tax costs of more than 
AS50m (USS38.5m> by using 
up tax credits related to past 
costs. 

Pre-tax profits rose 17 per 
cent to A$283m in the first 
half to December, helped by 
strong beer sales in the 
domestic market. 

After-tax profits, however, 
slipped 1 per cent to A$I68m. 
mainly because of increased 
tax costs amounting to 
A$47m. 

The figure was still ahead 
of many analysts' expecta- 
tions. largely as a result of a 
one-time tax benefit arising 
from restructuring during 
the period. 

“The fact that our tax bill 
increased by A$47m without 
any significant reduction in 
net profit is a tremendous 
achievement” said Ted Kun- 
keU chief executive. 

Foster's Asian operations 



Ted Kunkel: conservative strategy enables a longer-term view of Asian investment 


saw losses rise from A$U.4m 
in the previous first half to 
A$2I.6m. Much of the losses 
were associated with the 
group's three China brew- 
eries and start-up costs 
related to Its new operations 
in Vietnam and an Indian 
joint venture. 

The group's Asian assets 
represented only 5 per cent 
of its total asset base. Mr 
Kunkel said- 

"This conservative strat- 


egy will not change, and 
enables us to take a longer 
term view of Asian invest- 
ment, despite the current 
economic turbulence,” he 
said. 

Foster's International 
posted a profit of ASSOOm. up 
from AS 100m last year. Mr 
Kunkel said brand volumes 
in the US had jumped 23 per 
cent. In the UK. Foster’s con- 
solidated its position as one 
of the top-selling brands 


increasing volumes by 9 per 
cent 

For the full year, analysts 
expect the group's share 
buy-back last July to 
increase earnings per share 
and help offset other nega- 
tive factors. 

While the group may 
exceed its after-tax profit of 
A$250.5m for the year to 
June 1997, Mr Kunkel would 
say only that Foster’s was 
“on track for a good year”. 



IMPLATS 


IMPALA PLATINUM HOLDINGS LIMITED 
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Interim profit announcement 31 December 1997 


6 months 
to 31.12.97 
(Unaudited) 


6 months 12 months 
to 31 .12.96 to 30.06.97 
(Unaudited) (Audited) 


R million 

Income from platinum mining (before tax) 


307,1 

128,2 

320,8 

Financial and other income (before tax) 


12,7 

27,4 

29,5 

Income from associates 


15,1 

11.6 

14.5 

Attributable income 


182,3 

95,9 

205,3 

Cents per share 

Attributable income 


293 

154 

330 

Dividends 


60 

30 

no 

Shares in issue (millions) 


62,3 

62.2 

62,2 

Statistics 

Free market price index 

(USS/oz) 

580 

531 

532 

Exchange rate achieved 

Platinum 

(R/USS) 

4,74 

4.17 

4,28 

Sales volume 

(000 oz) 

490 

488 

992 

Refined ouput 

(000 oz) 

519 

499 

1 002 

Cost per platinum ounce refined 

(R /oz) 

2 428 

2 275 

2 280 

Capital expenditure 

(Rm) 

135 

131 

276 

Results based on IAS 

Attributable income 

(Rm) 

183,7 

77,6 

142,9 

Earnings per share 

(cps) 

295 

125 

230 


interim dividend 


An interim dividend of 60 cents per share in respect of the six months ended 31 December 1 997 has been 
declared payable to members registered in the books of the company on 6 March 1998. The register of 
members will be closed from 9 to 20 March 1 998. inclusive. The dividend is declared in the currency of the 
Republic of South Africa. Payments from the London transfer office will be made in United Kingdom 
cunency at the rate of exchange ruling on 23 March 1998 or on the first day thereafter on which a rate of 
exchange is available. 


Dividend warrants will be posted on 2 April 1998. 

The full conditions of payment may be inspected at the offices of the transfer secretaries of the company. 
On behalf of the board 


) M McMahon 

S V Kearney 


lohannesburg 
9 February 1998 


A copy of the Interim Results is available on the Internet web site: httptf/www.implats. cOJra. 
Alternatively please contact the Croup Secretary, via E-Mail at sna$hall@imphofnrkUmpla ts.coja. 
or by post at P.O. Box 61386, Marshalltown, 2107. South Africa. Telephone (27 111 376-2800 


Weak rupee 
to boost India 
tea producers 


By Kunal Bose In Calcutta 


Indian tea groups will be 
showing “very substantial 
increases in profits” in the 
year to March 31, analysts 
say. thanks to the weak 
rupee and crop failures in 
Kenya and Indonesia which 
have increased pices by up 
to 55 per cent 

Goodricke, which is 74 per 
cent owned by Lawrie of the 
UK, announced a 247 per 
cent rise in net profits for 
1997 to Rsl 14.1m ($&95m). 

Turnover rose 21 per cent 
to Rsl.46bn but S. K- Bhasin. 
managing director, said 
turnover and profits would 
have been “even higher but 
for a big shortfall in the pro- 
duction of highly remunera- 
tive first-flush tea in our 
Darjeeling gardens’*. 

Earnings per share jumped 
from RsL-52 to RsSJSB and the 
dividend is Rs2 a share. 

Navin Su cban ti, managing 
director of Pressman 
Finance, a broking house, 
said Goodricke's result 
suggested that "Tata Tea. 
Williamson Magor Group, 
AFT Industries, Warren Tea 
and Dhunserie with excel- 
lent gardens in Assam will 
be earning record profits in 
1997-98”. 

Tata Tea, the country’s 
largest tea group, should be 
earning net profits of nearly 
Rs90Qm this year, compared 
with Rs586m in 1996-97. 
according to an analyst 

Analysts said AFT will be 
recording the “highest rate 
of growth in profits in the 


industry in 1997-98”, in spite 
of a marginal fall in the 
crop. They added it would 
become a zero debt company 
by end-March. 

Karan Paul, manag ing 

director, said: “We are realis- 
ing an average price of RS78 
a kg, compared with RsSOAl 
last year. We are recognised 
as the lowest cost producer 
of tea in the industry. As a 
result, we are making the 
best of the boom times. 

"What we have started 
doing now is to gradually 
improve the quality of our 
tea. This is an exceptionally 
good year, when all varieties 
of tea are selling at good 
prices. But when the indus- 
try hits a trough, the price 
fall will be the least foir good 
tea. AFT is working to 
reduce the future downside 
risk,” he added. 

Warren Tea will lift pre- 
tax profits from RsliTm last 
year to more than Rs300m, 
according to P-K- Bose, man- 
aging director. . 

“Our average price realisa- 
tion is up Rs2l a kg to Rs88 a 
kg. Our profits would have 
been still mare, but for the 
fact we sold most of our tea 
by October, just before the 
spurt In prices. Moreover at 
14.6m kg. we lost a crop of 
about 500,000 kg.” he said. 

Vjjay Dudeja, chairman of 
Paramount Marketing, a tea 
broker, said: “Tea prices will 
rise further in 1998-99 as the 
demand Is improving in 
many parts of the world. The 
tea groups will do as well 
next year as in 1997-08.” 


Majority holding 
in Toa for NKK 


By Bethan Hutton 
in Tokyo 


NKK one of Japan’s leading 
steelmakers, is to acquire a 
majority stake in Toa Steel, 
a smaller producer, in an 
attempt to help it out of 
financial difficulties. 

NKK said yesterday it 
would pay YSJMbn ($42 Jm) 
for 77m newly issued shares 
in Toa Steel, an electric fur- 
nace steelmaker, lifting its 
stake from 36.5 per cent to 
51.6 per cent. 

Toa will issue an addi- 
tional 31.48m shares at the 
same price of Y68 a share to 
11 other companies, mainly 
trading companies including 
Marubeni, Sumitomo. Tomen 
and Sato Shoji 

Toa Steel was created ll 
years ago through the 
merger of Toshin Steel and 
Azuma Steel, facilitated by 
NKK Last year it reported a 
net loss of Y6-97bn. and is 


expected to post a net loss of 
Y25L2bn in the current finan- 
dal year. 

Toa has been suffering 
from declining domestic 
demand and excessive capac- 
ity in the market. . 

The announcement was on 
the whole good news for 
Toa, but bad news for cur- 
rent Toa shareholders, said 
Toru Nagai, steel analyst at 
Morgan Stanley in Tokyo, as 
book value would drop as a 
result of dilution from the 
new share issue. The market 
may have reacted too posi- 
tively, he said. 

The new shares are being 
issued at a considerable dis- 
count compared with yester- 
day’s close of Y139. Toa 
shares hit a low of Y26 in 
December. 

NKK now expects consoli- 
dated net profits, of Yl2bn, 
rather than Yl4bn. and pre- 
tax profit of Y36bn rather 
than Y58bn. 


ASIA-PACIFIC NEWS DIGEST 


San Miguel 
profits halve 


Of 


Profits at San Miguel the Philippine food and beverage 
group, halved to 2.96bn pesos <$72.9m) in 1997 because i 
the peso crisis, lower beer prices, the increased costs of 

funds and overseas expansion. 

San Miguel which was until last week the focus of a 
prospective takeover by Hong Kong’s First Pacific, has 
beep one of the companies in the Philippines worst hit by 
the regional crisis. Yesterday, it said it was "“pursuing a 
more proactive debt and foreign currency management 
strategy by which it has been able to pay off most of its 
sho rt-term debt and folly hedge the 

little that remains” . j .. 

The com ply is stall doHar-denonunated losses 

overseas, mainly in China and Indonesia. Losses for the 
group's international beer operations deepened 77 per 
cent to I.15bn pesos after increased marketing efforts. 

Net sfllpg grew 8 per cent to 67.lbn pesos, but were out- 
paced by cost of sales and operating expenses, which rose 

12 per cent to 63.5bn pesos. 

Analysts said that while the short-term business out- 
look for San Miguel was unexciting, the proposed 
restructuring of Coca-Cola Amatfl, the Australian bottler 
in which the Philippine group has a 25 pear cent stake, 
could bring about I0bn-l5bn pesos in earnings. 

San Mig npi is also expected to comment today on plans 
to declassify its A and B shares, a move which - if 
a p proved - some analysts believe win be used to make a 
take over of the group more difficult. 

Justin Mortxsi. Manna 


CHINA 


Otic bank ahead 26.5% 


The China International Trust and Investment Corpora- 
tion (Citic) Industrial Rank increased profits by 26-5 per 
rpnt last year to Yn2bn ($249.6m), according to a report 
yesterday in the People's Daily, the official government 


newspaper. The bank’s total assets rose 15.7 per cent to 
Ynl25.8bn by the end of 1997, the report said. 

The figures underline the growing importance of the 
hank to Citic, China’s flagship investment company and 
one of the country's largest conglomerates. 

Citic Industrial Bank's domestic and foreign currency 
savings rose 2031 per cent last year to YnlOL2bn, accord- 
ing to the report which did not give comparative figures. 
Local and foreign currency loans grew by 11-3 per cent to 
Yn522bn. ’ James Harding. Shanghai 


TEXTILES 


Inti Indorayon delays purchase 


Inti Indorayon, the Indonesian rayon producer, yesterday 
said it had delayed its plan to acquire chemical company 
Pabrik Kinria Kerinci valued at 5141.56m, because of lack 
offinancing. 

"Due to the continued instability in the currency and 
financial markets, management has decided to postpone 
tiie acquisition,'* the company said. It also shelved plans 
to buy chemical products and power from Riaupulp and 
Hiau Prime Energi. • 

Indorayon produces pulp in Indonesia and rayon fibre 
in Indonesia and Finland. Pabrik Kimia Kerinci produces 
chemicals, inchiiing caustic soda arid acid used in the 
manufacture of pulp. Both are majority-owned by Asia 
Pacific Resources International Holding of Singapore, 
which also holds Riaupulp as its subsidiary. 

Indorayon is the latest in a Une of companies which 
have either shelved or delayed projects in order to cut 
costs and meet foreign debt payments. The credit ratings 
of even the most succesful companies have been dragged 
down along with Indonesia’s sovereign rating. 

Indonesian pulp and paper plants had hoped the rupi- 
ah’s depreciation would boost exports but most are also 
heavily exposed to foreign debt Sander Thoenes, Jakarta 


PAPERBOARD 


Rengo, Settsu consider merger 


Two of Japan's largest paperboard manufacturers are con- 
sidering a merger, the two companies said yesterday. 

Rengo, the largest maker of corrugated cardboard in 
Japan, is in a financially solid position, while Settsu. a 
smaller maker of corrugated board and paperboard, has 
been incurring losses for several years and struggling to 
restructure. It forecasts a net loss of Y56.5bn ($457m) for 
the year to March, while Rengo is expected to make a net 
profit of at least YISbn. 

Rengo's stronger position could help support Settsu 
through the restructuring process. If the two companies 
joined forces, they would overtake the leader in the Japa- 
nese paperboard market, Qji Paper. 

Both c ompani e s are part of the Sumitomo group, and 
already have small shareholdings in each other. Shares in 
Rengo and Settsu were suspended from trading in Tokyo 
yesterday. Bethan Hutton, Tokyo 


JAPAN 


Canon expects flat 1998 


Canon, the Japanese camera and copier group, yesterday 
said It expected parent operating profit in 1996 to be flat 
at about Yl60bn (SLSbnl. Its 1998 operating profits, 
reported yesterday, rose 7 per cent to Y1622bn on strong 
sales of copiers and cameras because of the weak yen. 
Revenues were Yi.53Dbn, against YL400hn the year 
before. 

Canon forecast camera revenue would reach Y196bn in 
1998, led by continued strong demand for advanced photo 
system cameras. “In 1997, sales of APS cameras accounted 
■for more than 50 per cent of total camera sales, excluding 
medical-use cameras,” it 

The company plans to introduce hew printer products 
this year to boost sales. .- - Reuters, Tokyo 


China Telecom lifts HK stake 


By John Ridding 
In Hong Kong 


China Telecom, a business 
arm of China’s telecommuni- 
cations ministry, yesterday 
tightened its grip on Hong- 
kong Telecom, announcing it 
would pay HK312.85bu 
(US$1 .66bn) to acquire a 
further 7.6 per cent stake in 
tbe territory's dominant 
operator. 

The seller is China Ever- 
bright, an investment hold- 
ing company controlled by 
the Chinese government. 

Shares in Hongkong Tele- 
com jumped more than 2 per 
cent on the deal, which 
takes China Telecom’s hold- 
ing in the company to 13 per 
cent. Although largely 
expected, it marked a further 
step in the shifting owner- 
ship of Hongkong Telecom, 
which is controlled by Cable 
and Wireless, of the UK 

The UK- telecoms group 


sold a 5.5 per cent stake in 
Hongkong Telecom to China 
Telecom ahead of last July's 
transfer of sovereignty In 
the territory. 

The companies outlined 
plans for further sales, 
which would ultimately 
bring the UK and Chinese 
partners to similar stakes in 
Hongkong Telecom and give 
C&W access to the mainland 
telecoms market. 

While yesterday’s agree- 
ment consolidates the Chi- 
nese stake within. China 
Telecom, investment ana- 
lysts in Hong Kang played : 
down suggestions of further 
imminent stakebuilding by 
Chinese interests. 

“This was a warehousing 
dpai — the stake is- moving 
from one Chinese owner J to., 
another.” said Dylan Tinker, 
head of regional telecoms 
research at Jarifina Fleming. 
He predicted the ultimate 
shift in shareholdings at 


Hongkong Telecom would 
take more than a’ year to 
conclude. 

The tuning of yesterday's 
deal appeared .motivated in 
part by China /Everbrigbrs" 
desire to raise funds. The 
Investment holding has been 
seeking to expand its pres- 
ence in financial services 
and will realise a profit of 
HK$L45hn on the sale of the 
stake it acquired last year. 

China Telecoin, which is 
controlled by the^finistry of 
Post and Telecommunica- 
tions, said It would hold its 
Hongkong Telecom shares as . 
a long-term investment and 
would’ndt inject "the stake 
into its Hong Kong-listed 
subsidiary, ft was advised on 
the deal by ClCC. the joint 
venture "between Morgan 
Stanley <tf the US and China 
Construction Bank 

While several commenta-' 
tors doted that, yesterday's 
deal merely reshuffled the 
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Chinese holding in Hong- 
kong Telecom, others argued 
the consolidation could 
strengthen China Telecom's 
hand in -negotiations with 
C&W. . 

These negotiations appear 
to have made little headway 
since the initial deal was 
struck last June, apparently 
reflecting failure by the UK 
compsmy to secure access to 

: the trmlnlanH mar ket - - 

“tlleariy what has stymied 
the extension of . China's 
existing ■ shareholding has 
been the -reluctance to cut 
C&W into any kind of direct - 
equity participation,” said 
David Gibbons, regional tele- 
coms analyst at HSBC James 
CapeL “Nothing I have seen 
dr heard recently suggests 
that is going to change." 

C&W sadd yesterday that it 
: welcomed 'the Sha w* deal as a 
. sign of China Telecom's com- _ 
mitment-tb Hongkong "Tele- 
com and to' C&W;--: ‘ /: »j:. 
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All of these securities having been sold, this announcement appears as a matter of record only. 


January 29, 1998 

$321,279,864 




Keebler Foods Company 

13,386,661 Shares 
Common Stock 

NYSE Symbol: “KBL" 
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CREDIT 

SUISSE 


FIRST 

BOSTON 


These securities were offered internationally and in North America. 

International Offering 

2,677,332 Shares 

Credit Suisse First Boston 
Merrill Lynch International 
Morgan Stanley Dean Witter 
SBC Warburg Dillon Read 

ABN AMRO Rothschild 
Bayerische Landesbank Girozentrale 
Cazenove & Co. 

Deutsche Morgan Grenfell 

North American Offering 

10,709,329 Shares 

Credit Suisse First Boston 
Merrill Lynch & Co. 

Morgan Stanley Dean Witter 
SBC Warburg Dillon Read inc. 

BT Alex. Brown 
Deutsche Morgan Grenfell 
Donaldson, Lufkin & Jenrette 

Securities Corporation 

A.G. Edwards & Sons, Inc. 

Goldman, Sachs & Co. 

Invemed Associates, Inc. 

Lehman Brothers 
J.P. Morgan & Co. 

NationsBanc Montgomery Securities LLC 
Prudential Securities Incorporated 
Salomon Smith Barney 
Schroder & Co. Inc. 

Charles Schwab & Co., Inc. 

Wasserstein Perelia Securities, Inc. 

Burnham Securities Inc. 

Janney Montgomery Scott Inc. 

The Robinson-Humphrey Company 
Sanford C. Bernstein & Co., inc. 

William Blair & Company 
J. C. Bradford & Co. 

Davenport & Company LLC 
Everen Securities, Inc. 

Edward D. Jones & Co., L.P. 

Morgan Keegan & Company, Inc. 

Nesbitt Burns Securities Inc. 

Raymond James & Associates, Inc. 

Scotia Capita) Markets (USA) Inc. 

Shields & Company 
Stifef, Nicolaus & Company 

Incorporated 

Wheat First Butcher Singer 
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COMPANIES AND FINANCE: THE AMERICAS 


Hitachi and TI end chip joint venture 


By Louise Kehoe in San Francisco 
and MicNyo Nakamoto in Tokyo 

Hitachi and Texas instruments, the 
Japanese and US chipmakers, are 
to end their US-based memory- chip 
manufacturing joint venture. TI is 
planning to acquire the assets, the 
companies ann ounced. 

Severe financial pressures 
caused by a glut of dynamic ran- 
dom access memory (D-Ram) chips 
and a sharp drop in prices forced 
the end of the joint venture, said 
Tadashi Ishibashi. executive man- 
aging director of Hitachi. The move 


is the latest signal of mounting 
problems for Asian chipmakers 
heavily focused on memory chips. 

TI is to form a new subsidiary to 
acquire the assets of the joint ven- 
ture. which is known as Twin Star 
Semiconductor, and will hire all 
the former employees of TwinStar, 
the US company said. Both TI and 

Hitachi will take unspecified 
charges in connection with the 
transfer, the companies said. 

Hitachi and TI formed the joint 
venture facility in 1994 and began 
production in 199*5. The two compa- 
nies each held a 36.4 per cent inter- 


est in the facility, with the remain- 
ing equity held by other investors. 

TI has diversified its semiconduc- 
tor operations to reduce Its depen- 
dence on D-Ram sales. However, 
the US group said it was "continu- 
ing to explore further measures" 
with respect to other D-Ram joint 
ventures. These include manufac- 
turing operations in Taiwan with 
Acer: in Japan with Kobe Steel; 
and in Singapore with Hew- 
lett-Packard. Canon and the Singa- 
pore government. 

Hitachi and TI would continue to 
co-operate in the development of 


new generations of memory chips, 
the companies said. However. last 
week Hitachi. TI and Mitsubishi 
electric said they would postpone 
by one year planned construction 
of a test manufacture facility for 

advanced 1-gigabit D-Rams. 

In Japan. Hitachi has been forced 
to cut production in order to pre- 
vent rising inventories. The com- 
pany said it would close production 
facilities for up to seven days this 
month, cutting output by about 20 
per cent. 

Hitachi's retrenchment follows 
Mitsubishi's recent decision to 


close an older plant in the US, 
where the company had been man' 
ufacturing 4-megabit D-Rams. 

• Dataquest, the US market 
research group, yesterday lowered 
its forecast for worldwide semicon- 
ductor sales this year to $i60bn, 
from a previous forecast of $l75bn. 

Worldwide electronics products 
sales would grow , by only , about 
per cent, rather than the 9 per cent 
previously forecast, the researchers 
said. In addition, dropping D-Ram 
prices would reduce total semicon- 
ductor output by about $3bn to 
$5bn. 


Goodyear aims for pole position 

New tyre-making process could leave its arch-rivals smelling burning rubber 

G 


codyear Tire and 
Rubber of the US 
has served notice 
that the S70bn-a-year world 
tyre industry is facing one of 
the biggest shake-ups in its 
century-long history'. 

If all goes according to the 
plan of Egyptian-born S amir 
Gibara. chairman. Goodyear 
will have almost doubled its 
annual sales to S23tm within 
five years, leaving behind 
arch -rivals Groupe Michelin 
of France and Bridgestone of 
Japan. 

The first step towards 
such an ambitious goal came 
with yesterday's announce- 
ment of a new production 
technology that will drasti- 
cally reduce costs. In the sec- 
ond step. Goodyear appears 
destined to join forces with 
Sumitomo Rubber Indus- 
tries. the Japanese tyre- 
maker with annual sales of 
S4bn and which is already a 
partner. 

The moves amount to the 
biggest industry restructur- 
ing since Michelin’ s acquisi- 
tion of Uniroyal- Goodrich 
nearly a decade ago. 

Mr Gibara claimed yester- 
day that Goodyear's new 
production system, called 
Impact (Integrated Manufac- 
turing Precision Assembly 
Cellular Technology) would; 

• Improve productivity by 
135 per cent and cut the 
number of manufacturing 
steps by half; 

• Eliminate the cutting and 
splicing of the many materi- 
als. fabrics and cords which 
form the carcass of a tyre; 

• Reduce direct labour by 
35 per cent and cut materials 
costs by 15 per cent; 

• Halve material inventory 
levels; 

• Reduce energy costs. 

Goodyear believes that the 

system is superior to the 
C3M process developed by 
Michelin and which has 
caused much unease 
throughout the global tyre 
industry since news of its 


existence began seeping out 
three and a half years ago. 

Goodyear, like Michelin. is 
keeping the details of its pro- 
cesses secret. However, it 
says that unlike the "green- 
field" sites needed for C3M. 
the Impact process can be 
incorporated into existing 
plants at lower investment 
costs than those of Miche- 
lin's system. 

“It means we can site 
wherever in the world we 
like, close to major vehicle 
producers' plants or even 
large consumer areas for the 
aftermarket.” says one Good- 
year insider. 

The prospect of a tyre- 
maker developing a system 
similar to that of Michelin or 
Goodyear has been described 
in the industry as a bomb 
waiting to go off. 

It would have the potential 
to leave intact world output 
of 750m tyres a year but 
greatly reduce the numbers 
working within what is still 
a labour-intensive industry. 

Goodyear’s process means 
losing one in three produc- 
tion workers, says Mr 
Gibara. "But these processes 
will be introduced over years 
and we hope to achieve some 
losses through natural wast- 
age and offset others 
through fast growth." 

The development certainly 
has adverse implications for 
smaller companies. Those in 
the second tier of the world's 
time-makers are already con- 
siderably disadvantaged by 
the scale - and bitter rivalry 
- of the “Big Three”. 

Goodyear, Michelin and 
Bridgestone each control 
about 20 per cent of the 
world market, with sales of 
about $13bn each. Their 
operating margins have con- 
sistently outperformed 
smaller players. 

Fourth-placed Continental 
of Germany has a turnover 
of about $5bn. followed by 
Sumitomo and Pirelli of 
Italy, at just over S3bn. 



Bridgestone. Continental 
and Pirelli all have new 
manufacturing processes at 
varying stages of develop- 
ment But they may not be 
enough to fend oft Goodyear 
and Michelin. 


A 


Iready, the industry 
fiercely competi- 
tive and profit mar- 
gins are thin. The advent of 
new, highly flexible produc- 
tion systems appears des- 
tined to lead the industry 
into its next big round of 
rationalisation and Goodyear 
seems set to lead the way by 
moving closer to Sumitomo. 

Sumitomo already makes 
tyres for Goodyear in Japan, 
and Goodyear for Sumitomo 


in North America. In the 
past six months, they have 
also shared test tracks. 

The geographical fit could 

hardly be better S umi tomo 
provides Goodyear with 
improved access to the Japa- 
nese and other Asia-Pacific 
markets; Goodyear has the 
potential to use Dunlop, the 
globally-known brand con- 
trolled by Sumitomo, in 
European and North Ameri- 
can markets. 

Sumitomo's past financial 
performance has been poor. 
For several years before 
1997. it made a net return on 
sales of less than 1 per cent 
Cost-cutting programmes 
have since improved perfor- 
mance. 


But while it acknowledges 
that It is exploring more 
partnership possibilities 
with Ihe US company. Naoto 
Saito, Goodyear president, 
refuses to comment on 
whether a merger with, or 
takeover by, Goodyear is In 
prospect However, he has. 
decribed their relationship 
as “organic". 

Nor would Mr Gibara 
either confirm or deny 
merger plans. "We both, 
Sumitomo and Goodyear, 
want to be sure we are doing 
the right thing. But we 
haven't set any deadlines. So 
at the moment, there are no 
such plans.” 

John Griffiths 


Bibendum 
and the 
secret 
spare tyre 

By John Griffiths 

News of Micheiin's C3M tyre 
manufacturing process 
leaked out about three years 
ago but remains shrouded in 
secrecy. 

It is reported to be differ- 
ent from conventional pro- 
cesses is all stages of pro- 
duction, The tyre is 
understood to require only 
one-tenth of the production 
space required by conven- 
tional tgre manufacture and 
to have a capital cost of less 
than $15 m per 500,000 units 
of annual capacity. 

The system requires 
extensive computerised con- 
trol and is said by Michelin 
to use “far less" labour - 
though how much has not 
been quantified. 

Several plants, in France 
and the US, have come on 
stream - the most recent at 
Reno. Nevada, at the end of 
last year. However, Michelin 
has disclosed no details of 
the plant's output or the 
size of its workforce. 

Employees fear that, with 
the process requiring so 
much less labour, the 
French group is introducing 
C3M only gradually in order 
to reduce the social and 
political faB-ont 

However, there is already 
industry speculation that 
C3M tyres are being stock- 
piled for early sale to North 
American dealers at heavily 
discounted prices. 

However, thanks to the 
savings from the process, 
both Michelin and dealers 
would make high margins 
by pricing close to the mar- 
ket average. 

With Goodyear, and possi- 
bly some other rivals now 
closing In, Michelin may 
have to act quickly to start 
benefiting from C3M. 


CVS unveils purchase of 
Arbor Drugs for $1.48bn 


By Richard Tomkins 
in New York 

CVS. one of the biggest US 
drug store chains, yesterday 
announced a deal to buy the 
smaller Arbor Drugs chain 
for S1.48bn in stock, making 
the combined company the 
nation's top drug retailer 
according to the number of 
stores. 

CVS said Arbor’s share- 
holders would receive S23 a 
share in CVS stock. The 
transaction was expected to 


be tax-free to Arbor share- 
holders and would add to 
earnings per share, exclu- 
ding one-time charges relat- 
ing to the merger. 

In early afternoon trading, 
Arbor's shares were up £'/■ at 
$22 23, while CVS's were 
down at $68Vi. 

At the end of last year. 
CVS bad 3.888 stores in 24 
states. Its main areas of 
strength are the north-east 
mid-Atlantic, south-east and 
midwest. 

The company yesterday 


reported net profits of 824m 
for 1997. down from $162. lm 
the year before, on sales of 
$12.7bn. up from $10.9btL But 
it said underlying net profits 
were 38 per cent ahead at 
5380m. 

CVS was thrust into the 
top division of US drug 
retailers last year when it 
bought Revco, another big 
drug store chain. 

Arbor Drugs has 207 
stores, mainly in south-east 
Michigan, and had revenues 
of S9€3m last year. 



ESTIMATED ANNUAL RESULTS 


SCOR earnings up again in 1997 

The Board of Directors of SCOR. which met on February 5. I ® a S. under the 
chairmanship of Jacques Bbndeau. was Informed of estimated consolidated 
results for 1°98 (French GAAPl. The audited financial statements for 1°°7 will 
be approved by the Board of Directors at Us meeting on March 3. 1«S. 


Net income aftertax: 

+ 48% 

FRF 925 Mn. 

Premium income: 

+ 11 . 8 % 

FRF 15,447Mn. 

Total premium income 
by geographical region: 

Best Asia 



Return on equity: 

14.1% 


During 1 997. the Group pursued its 
development policy to further 
diversify its porto fo llo and continue 
in gain market share. 

Group premium income was up 
i ) .8% over 1996. at FRF 15.4 Bn. 
Adjusted for currency variations, the 
increase works out to 5%. 

Sharply increased premium income 
and retentions pushed up the 
Group's earned premiums by 20 %. 

The decrease from 107 to 105 In the 
combined ratio reflects Improved 
technical results. 

Earnings From ordinary operations, 
before income tax and one-time 
capital gain, tool FRF 1.215 Mru up 
3*1 % over 1996. 


Group net Income after tax 
(excluding minority shareholders) 
amounts to FRF 925 Mn. versus FRF 
624 Mn. last year. 

Net earnings per share, based or. the 
average number of shares o utsta n d ing 
over che year (28.1 27J36). come u 
FRF 32.85. compared with FRF 23.00 
in 1996. 

Group capital and surplus stood at 
FRF 0307 Mn. at December 31. 1997. 
This figure included FRF 1 ,404 Mn. 
resufdng from the conversion of 925S 
of convertible bonds (3% - 1994) 
outstanding. 

Average return on capital has 
Improved sharply to 14.1 % In 1997. 
up from II in 1996. 


Investor relations : Tel. : 33 (0)1 46 98 72 32 - Web : www.Kor.com. 


US group 
buys TV 
rights 
marketer 

By Patrick Harverson 

Interpablic's aim to become 
a significant presence tn the 
sports marketing industry 
took another step forward 
yesterday when the US 
advertising group purchased 
CSI. a UK company special- 
ising in the marketing of 
sports television rights. 

Details of the transaction 
were not revealed, but CSI 
said Interpublic paid “tens 
of millions of dollars”. 

The seller was Michael 
Watt, the company's 
founder and chairman, who 
will be staying on to run the 
business as part of Octagon, 
Interpub lie's sports market- 
ing arm. 

Octagon was created last 
year following Interpublic's 
purchase of two sports man- 
agement and marketing 
agencies - US-based Advan- 
tage International and Alan 
Pascoe International, of the 
UK. 

That deal, which created a 
group with estimated 
annual billings of about 
S5Q0m. was followed by 
another round of consolida- 
tion In the Industry. Mar- 
quee, the US sports manage- 
ment and marketing gronp, 
acquired ProServ, one of the 
world's best-known sports 
agencies, to create a com- 
pany with combined annual 
billings of about S400m. 

Yesterday's purchase of 
CSI will cement Octagon’s 
position as the second larg- 
est group in sports market- 
ing and management behind 
IMG. the group run by 
“super agent" Mark McCor- 
mack. which has estimated 
annual billings of SBOOm- 
Slbn. 

Last year CSI reported 
pre-tax profits of £2.5m 
(34.1 m) on turnover of £43m. 
In the last two years ago its 
turnover has risen almost 50 
per cent 


Low rates fail 
to put brake on 
captive insurers 


By John Authors 
in New York 

Captive insurers, set up by 
companies to manage their 
own risk, saw business surge 
last year despite the low pre- 
mium rates on offer from 
conventional insurers, 
according to a new survey 
by TUUnghast-Towers Per- 
rin. the insurance consul- 
tancy. 

More than 300 new captive 
insurance companies were 
set up last year. While quite 
a number have closed, the 
total number has risen from 
3.795 to 3,966. When the sur- 
vey started in 1982, there 
were only 1,089 captive 
insurers. The figures con- 
firm that the growth in cap- 
tives. which took in premi- 
ums of about S18bn last year, 
and have Invested assets of 
about SiOSbn. is not being 
checked by the low prices 
available from conventional 
insurers. 

Hugh Rosenbaum, editor 
of Captive Insurance Com- 
pany Reports, said three fac- 
tors were responsible: “First. 


companies have got the Idea 
that controlling their own 
destiny is what they really 
want to do, and damn the 
price. Secondly, for a single 
owner, a captive Insurer still 
makes sense on price. But 
most importantly, promoters 
are doing a very good job of 
selling them." 

Corlnne Ramming, of Til- 
llnghast; said companies 
were also encouraged to by- 
pass low premiums else- 
where by the chance to keep 
the insurance investment 
income, rather than allow a 
commercial Insurer to keep 
it. She said: “These compa- 
nies are passing up today’s 
bargain-basement deals in 
favour of a strategy that 
enables them to manage 
their own investment 
Income and avoid price 
spikes and possible loss of 
coverage down the road." 

1998 Captive Insurance 
Company Directory. Avail- 
able from TUUnghast-Towers 
Perrin Risk Management 
Publications: (203) 326 5468. 
3250 (3270 or £170 foreign air- 
mail). 


AMERICAS NEWS DIGEST 


Hasbro acquires 
toys group 

Hasbro, one of tbe world's largest toy companies. 

announced a big expansion into electronic toys yesu-rda. 
with the 5335m purchase of Tiger Electronics. The move 
will give Hasbro an important presence in a rapidly grow- 
ing market Tiger, a privately held group based tn Illinois, 
has made best-selling games such as Brain Warp. Giga 
Pets and Lltes Out. Tiger's current management will 
remain in place. 

"Tiger brings Hasbro a rich portfolio of brands and 
expertise in an area that has great growth potential for 
us, particularly as electronic entertainment technologies 
converge," sai d Alan Hassenfeld, Hasbro chieF executive. 

The announcement comes on the heels of healthy earn- 
ings results for Hasbro, Before taking a $14Qm pre-tax 
charge related to restructuring, the Rhode Island group 
announced on February 5 that its net earnings had 
increased 14 per cent to S227m. and that earnings per 
share were up 15 per cent to ?l.i 7. 

Hasbro is currently in the middle of a programme to cut 
21 per cent of its work force, or 2J50Q jobs. The company 
makes the popular Piayskool and Tonka toy lines, and the 
Monopoly board game. Victoria Griffith, Boston 

M CANADA 


Gulf Resources chief quits 

Shares or Gulf Resources Canada wee down 3 per cent at 
mid-session yesterday after J.P. Bryan, chief executive, 
unexpectedly resigned. Mr Bryan, who in three years 
helped make Golf Canada a profitable company, said be 
was leaving his post to spend more time on his private life 
and personal investments. Richard Auchinleck. who has 
been overseeing the group's international operations, was 
appointed to replace Mr Bryan. 

Industry observers said there had been no indication 
that Mr Bryan was about to resign; nor were there signs 
he had falle n out of favour with board members. A Texan 
investment banker. Mr Bryan had been criticised for 
aggressive takeover tactics and for moving the company's 
headquarters from Calgary to Denver. Gulf shares were 
trading down 70 cents at C$7.50 at midday.' 

Scott Morrison. Toronto 

RETAILING 


DFS abandons Barney’s bid 

DFS, the San Francisco-based global retailer, yesterday 
announced it had abandoned its intention to bid for Bar- 
ney's. the New York department store currently in bank- 
ruptcy protection. It cited an “unrealistic view 0 f the 
value of the company” on the part of some of those 
involved in the bankruptcy case. 

The company announced its interestin bidding in 
December. Continuing with the bid would have created a 
direct contest with Dickson Concepts, the Hong Kong 
retail group, which has agreed to buy a 51 per cent stake 
for 8247m. L.VMH, tire French luxury goods group, owns 
DFS, which itself owns a chain of duty-free retailers. 

DFS said it would consider an acquisition “wi thin the 
framework of a consensual plan of reorganisation.". 

Myron T illman , chief executive, said: “After conducting 
thorough due diligence and extensive discussions with 
the various creditor groups and Barney’s management, 
we have concluded that certain of the constituencies have 
an unrealistic view of the value of the company.** 

John Anthers, Neio York 

FILMS 


Canal Plus, Warner link np 

Canal Hus, the French pay television group, has 
announced an agreement with Warner Bros of the US to 
form a joint feature film production company that will 
produce and distribute between four and six films a year 
over the next five years. 

The French and US companies will hold equal interests 
in the new venture, to be headed by Steven Reuther. a 
fi lm-ma k er whose producing credits include Sommersby, 
Pretty Woman and Dirty Dancing. Canal Plus' premium 
European channels will have exclusive broadcasting 
rights to the films produced by the new company. 

Warner Bros Is to handle worldwide distribution, except 
in Germany, France and Spain, which will be covered by 
Canal Hus. The deal gives Sogecable, Canal Hus' partner 
in Spain, as well as its Italian and French subsidiaries, 
access to US cinema releases on an equal footing with 
Warner Bros. It squares with Canal Hus' strategic com- 
mitment to controlling content for its channels. 

David Owen, Paris 

INTERNET 


AOL lifts charges 


America Online Is to boost the monthly charge for unlim- 
ited use of Its AOL service from 819.95 to *21.95 - a move 
it said was necessary to keep pace with increased online 
usage by its subscribers. 

The world's top online service also announced a realign- 
ment of responsibilities among senior AOL executives and 
series of restructuring actions at its CompuServe uni t 
tbat will lead to the loss of 500 CompuServe jobs. America 
Online said it would make no changes in its current $9.95- 
a-month plan for access to AOL only and its *4.95 “light 
usage" plan of three hours plus 82.50 for each additional 
hour. The 82 increase in the charge for unlimited monthly 
access to AOL and the Internet will take effect tn the 
April billing cycle. 

America Online said it planned to speed up develop- 
ment of the next generation of CompuServe software, 
known as version 5.0, but had suspended work on a Web- 
based service called “C". AOL said it is also reviewing 
altern atives for Sprynet, CompuServe's Internet service 
provider unit. America Online said the 500 CompuServe 
employees affected by the cots would be offered “gener- 
ous severance packages” ranging from six months to one 
year or more in salary, based an length of service with 
the company. 

AOL said it planned to continue to operate CompuServe 
formerly its rival - as a separate service headquartered 
in Columbus, Ohio. AOL claims more than iim members 
for its service, while CompuServe has more *hnq 2m mem- 

Reuters. Virginia 


bers. 


Bad loan charge at Boston Chicken 


By Victoria Griffith in Boston 

Boston Chicken, the US 
cooked food retailer, yester- 
day announced it would take 
special charges of between 
5250m and $350m against 
1907 full-year results, due an 
February 18. 

The Colorado-based com- 
pany said the charges were 
related to bad loans to fran- 
chisees and write-downs 
related to .a strategic shift 
under way at the company. 
The group also reiterated its 
forecast of a net loss for 
1998. 

The group's auditors dis- 


covered that a large part ' of 
the $700m in loans on its 
books are potentially unre- 
coverable. Boston Chicken’s 
practice has been to lend 
money to franchisees to 
develop their business. If the 
loans are unpaid, the com- 
pany has the right to take 
control of the outlets. 

Boston Chicken is in 'the 
middle of a strategic shift 
that would eliminate fran- 
chising in favour of all 
stores being owned and oper- 
ated by the company. Some 
307 of the group's 1,150 
stores are still franchises. 

The group made the deci- 

.7 Jj." ^ . v-r -- •' — ■ :.-»v 


sion after a dismal second 
quarter last year. “Owning 
and running, the business 
will 'eliminate a complex 
decision -making structure 
and -make the company far 
more nimble," It said. 

In response to. its weaken- 
ing performance, the com- 
pany shut 74 . stuns last year 
and laid off several hundred 
workers. Expenses related to. 
the . restructuring are 
Included .in . the special 
charges! The company r is 
also reducing, expenses by 
cutting back promotions and 
advertising and suspending 
new store openings. 


Some of the charges are 
also related to a move away 
from fast -food service, and 
back to “home meal replace- 
ment", the company's origi- 
nal niche. Boston Chicken 
had begun to offer sand- 
wiches and other items that 
put it in direct competition 
- with- chain^. such as Burger 
King and McDonald's. -The 
company, will refocus on 
-Items offered in bulk and' to 
• be consumed at home/ , ’ - ^ 
Write-offs include equip- 
ment designed to speed- up 
. service 'when, the .company 
-was moving : down the ^fest- • 
food. route. ■ . li rf rT : 




9 


r*i * 


’ yen,,: 


± **.- 

* t 11! 





' — **-jp.»»-«- — »*■>• --— -- •■ 

:H5t=es*^^tnt 




Know Us By 

Sons We Provided Advice on 


’ . . " T. "c.'.T r*ri”l 


in 1997, Valued at US $200 Billion 


Client 

MCI Comm on w-jttn nB Cnry n-ifarmn 

US WEST, Inc. 

Lockheed Martin Corporation 

f*anEnnrgy Corp 

Cmcorp 

Washington Mutual Zac. 

‘ LSX-Matsthon Group 

Penrmofl Company 
HF5 Inco r po aie d 
ADI" T^wwml ' 

US WEST lnc. 

Tiudem Computers Incorporated 
fleet Ruanda! Group loc. 

Arotjitech Corp. 

Ocean Energy. Inc. 

M oft Hennessy Louis Vujtton (LVMH) 

Compagme Rnanciere Richemont AG 
and JalH Limied 
SEX Broadcasting, Inc. 

Italian Ministry of the Treasury 

The Christian Broadcasting Network, lac. 
Valero Energy Corporation 
Santa IV Energy Resources 
Tencor Instrument* • 

Com Products International Inc. 

Safeway Inc. (Advisor to she Special 
Cotnmttee of the Board of Dmcsoro) 
VEBAAG 

Amphenol Corporation ■ 

Eme PubKco de b Red Tecnk* EapaZola 
de Television 

EXCEL CoPHminnaoun s Inc 
CalEnetgjr Company; Inc 


Bouton Saenritk Corporation 

FujttSU f imtfyd 

Hanson Group, he 

Braumento Madcano, 5. de RJL de C.V. - 
fejoaitwartunr framed by Loral Spaced 
nnhimmirmru w and T elefon ica 
Autrey, SA. de C.V.) . 

The Carlyle Groqi 

Air Products and Chemkaio. Inc 


USX -Delhi Group 

IngC. OKvetri VC, S.pA. 

STITT SqsA 

ApoDo Travel Services Ibnnenhip 
Befl Communications Research, Inc. 

RCSB Knaodafa Inc 
Ing C. OKvetti fif C* SpiA. 

Hopg tnng TytFfn n miiiHfaanM Led. .... 

(through na wholly owned tubwdiarft 
- Hong Kong Telecom CSL Lid.) 

K. F Industries. Inc 
Associated Capital Prupcroea, Inc 
the Coastal Corporation 

Rafeorp Holdings, lnc. 

Imperial HoHy Corporation 
MBIAInc 

' LrJ Communications Corporation 
(a newly formed independent company] 
Asahi Breweries. Ltd. 

iBBtudliBll Busmens Machines Corporation 

TPC Corporation 

Digital Equipment Corporarion 

L02 Iuceixuaanzi loc 

Zdo&Inc. 

B ritish Broadcasting Corporation 

The Raymond Corporation 
Reed Elsevier Inc 
HS Resource# Inc 

Quinta Corporatioo 
Astro Tankers lad. 

BBA Group FLC 
Catalyses, Inc 

Charcwefl Leisure Inc 
Boykin Lodging Company 
Pwrdcos de Venezuela, S A 
BBA Group PLC 

Pennsylvania Real Estate Investment Huh 
W ang Laboratories. Inc 
Dana Cor po ra ti on 

Champion Mortgage Holdings Corp. 

Sanofi Pharmarnicrah lac 
(a thvtston of Sanofi SA) 

Pdipino Telephone Company 
RikepaD W.V 

Ball Corporatioo 
Axkibm SA. 

Chicago Dock and Cam! Trust 

Fhannaveoe. fate 

Sequana Therapeutics, Inc 

Unisource Worldwide,' hie 

ATC Group Services Inc 

DLB 03 ^ Gas Inc 

Cotambua American Properties. LLC. 

■ Brock hank Group PLC 
Oclassen Ruamaceutkals, Inc 
innkeepers USA TVust 

Gruner + Jahr AG tf Co. b majority-owned 
business of Bertelsmann AG} 

Baxter Healthcare Corporation 

Upptr Peninsola Energy Corporation 
Cell Genesys, Inc 
Lehman Brothers Inc 
hgcmanonal Tdecommunnaarai 
Data Systems. Inc 
Lehman Brothers Inc 

Jamwck Limited 
Hsieox Pic 

Mercury Asset Management pic 
SyStcmix, Inc 
Kccr Group, Inc 
Ctdratbl Properties Trust 
EwaWntks Corporation 
Poke Corporation 
Hartwtft/tnera 


11300300.000 

9373.200300 

9.100,000,000 

8J.60j300.000 

7300300300 


Transaction Value 

Merger with WorldCom. Inc (Pending) U S54 2 , 668300.000 

Restruct uring and sphtong of U 5 WE ST Ccunmunicanons Group and 35300,000.000 

U S.WESTMeda Group into two separate public companies (Fending) 

Merger with Northrop Grumman Corporation (Pending) lljfiOOjDOO.OOO 

Merger with Duke Power Company 9,973.200300 

Acquisition of ATSrT .Umenal Card Services Corp. from AT&T Corp. (finding) 9.100,000,000 
Acquisition of Great Western financial Corp 8 J60jDOO.OOO 

Joint venture of certain refining, marketing and transportation assets with 7.000,000.000 

. those of Ashland Inc. 

Successful defease relaring to unsoKdted offer by fakuon firific Resources Group Inc. MOOJDOOjOOO 
Merger with PHH Corporation 6274.900300 

Merger with Tvco International Ltd. SSOOflOOfiOP 

Transfer of os domestic directory pubtuhmgbusmeM. U SWESTDex, from its 4.750j000j300 
U 5 WEST Media Group ioziUS WEST Comaumatuins Group (Pending) 

Acquired by Compaq Computer Corporation 4.4 99.7DODOO 

Acquisition of the credit card business of Advanra Corp. (Pending) 3,300,000,000 

Acquisition of a 4241) stake m Tele Danmark A/S 3,159300^)00 

Merger with United Meridian Corporation (Pending) 3,100.000,000 

Advice regarding then investment pursuant to the merger between Guinness PLC 2^58300X00 
and Grand Mttropobtan PLC 

Merger between Canal Phis SA and NetHokfs European operariotis 2^200300300 

Acquired by Hicks, More, Tate 6f Furst Incorporated and Capstar Broadtasring 2j 00300,000 
Corpo ratio n (Pending) 

Sale id 1 an inicial 6L7% stake of Scat SpA with subsequent tender for 1004s UH0300300 

to a financial consortium headed by Banca Cammerdale Ialiina SpA 
Sale of Internaaonal Family Entertainment, be to Fox Kids Worldwide. Inc. 1363300.000 

Sale of Os natural gas btunneas to PGSfE Corporation l»? 00 300,000 

Restructuring and spin-off of Monterey Resources MSOjDOOADO 

Merger with KLA Instruments Corporation to form KLA-Tencor Corporaciorl L 449300 300 

Spin -off from CPC International Inc. 1,400,000.001' 

Reputchase of 32 unDion shares of Safeway Inc from KKR and/or its affiliarei 13763^0300 

Aequbhion of remahung 45% stake m Vebaoom GmbH from Cable Cf Whdess Pk L329300.000 
Leveled rerapitaiiracion with NXS Acqmsfraon Corp. an affiBau of I ’70,003300 

Kohlberg Krsnria Roberts Co. LR 

Sale of 70% of Rctevinon, SA to a consor ti um led by Endesa S A and STET S-pA L200300300 

Merger with Telco Communications Group, Inc 1,176.000300 

Acquisition of Kiewk Diversified Group lnt.*t ownership in various miexnarioiul 1,155300.000 
* power generation projects and Northern Electric pic, and the repurchase of 
Kiewtt DrvcraiGed Group Inc.'s outstanding ownership interests in GalEnergy 
Company. ]nc.'s common stock 

Acquisition of Target Therapeutic*, Inc. 1 31 L5 00300 

Acqtnsmon of the temammg 58% of Amdahl Corporation 924.752300 

Merger with Prime Retail. Inc. (Pending) 906300300 

Acquisition of 75% of Saielites Montanos SA de C.V. 651.000.000 


Acq uis i tio n of United Defense . 850,000.000 

Sale afka 50% interest in American Ref-fuel Company to a new company formed 795,900300 
by Duke Energy Power Services, a subsidiary of Duke Enetgy Corporaaoc and 
United American Energy Carp 

Sale of stock of Delhi Gas Pipelines Corp and other subsidiaries to an aifihare 7&2JXU300 

of Koch Industries, Inc 

Sak of a243% joint venture interest to Mannesman AG. (firtidmg) 720,000,000 

Acqurrinan of a 25% sake in Mabdkom Austria AG 706,Q00JXX> 

Acquired by Galileo Internaaonal 700300300 

Acquired by Science Apphrancns btemacioaal Corporation (SA1C) 646300 .'300 

Merger with Charter One financial, be 635fi00£00 

Sale of a 25% joint venture interest to Man nermann AG. 630300,000 

Aoqpirition: of Rrafic- Link Cotnmunicaocma Ltd from FmcPiafic Cct Ltd b2SJ300fl00 

ana Vodafone Group pk.. . 

Rccapininzpon 625,000300 

Merger with H^hwooda Properties, be. 621 300,000 

S ale of wes tenr coal opetatmu to Atlantic Richfield Company and 615,000300 

ITOCHU Corporation 

Sak of ha branded ready- ro-cat cereal and snack business to General Mills, be. 570300,000 

Ar^uannop of Savannah Foods V Ind u st ri es, Inc. 550300300 

Merger with Cap MAC Holdings Joe. (Pending) 537300300 

Acquisition of 10 busmeu units from Lockheed Manm Corporation 525300.000 

Sak to Easter's Bre wi ng Group Limited ebe 13% equity interest owned fay 480300300 

Arab Breweries 

AapmaaKi of the renaming 30% eqinty stake of Advanri* from Sears, Roebuck and Co. 4SOJXOJSOO 
Acquired by PaafiCorp 445.000300 

Sale of its Network Product Business to Cabletron Systems, Inc. (Fending) 430300300 

Argimrinoa of USLD Cominimicmon* Corpcvarioo 419.CXM).000 

Acquired by Texas Fbofk Group (Pauling) 405300300 

Sale of its UJL radio and television transaisslmi business to Castle Transmission 597300,000 

Services (Holding*) Ltd, a consortium led by Castle Tower Corporation 
Acquired by BT Industrie* AB 36S300300 

Acquaioon of MDL bfbnnanon Systems, Inc. by Elsevier Science Inc. 344.600300 

Acquisition of the upstream od and gas prqperoes located m the Denver-Julesbcig 333300300 
Basin from Amoco Corp. 

Acquired by Seagate Technology, Inc. 325300300 

Acquired by 1CB Shipping AB (Pending) 309X00300 

Acqinririon of International .Airtnocive Holdings Co. 289 X 100300 

Acqurorion of Glaxo Weficome bc.'s pbarmaceuBcal producrion iaediry in 288.000300 

Grwnvdk. North CarriBna 

Acqutred by Whitehall Street Real Estare Lntcted Partnership IX (Pending) 272300300 

Acquisition of Red Lxxi lmu Lnahed Partnerahtp (Pending) 271,250,000 

Purchase of 50% interest in Mobil Corporation's Ch al me ne refinery 270300300 

Safe of the HaeieJy Trench Group of Companies to anew group formed by 263300300 

CVC Capital Partners L imited 

Acquisition of The Rubm Organisation and related real estate interests 260300300 

Sale of its sofiwan: busbes* unh to Eastman Kodak Company 260fi00fi00 

Acquisition of the Sealed Fjwcr Division of SF ; . Cotporatkxi 223300300 

Acquired by KeyCorp 200300300 

"Sale of its Rtrenccral Peodaets Basinas to Abbott Laboratories 200 , 000,000 

Sale of a 20% Bake to Ptuhppine Global Comiaumcaritms Inc. (Pending) 195300300 

Meager of its robodianra. S1COR S.pA, Sin ceria Letma SA de C.V. and 1S7300XKO 

Lottery SA de C.V, with Gcnsri. Inc. 

Acquisition of apprcuomately 75% of M.C. Packaging (Hong Kong) Limitrd 180300300 

Merger with IM4 Technology, Inc. 175300300 

Acqbred by CttyFront Center. J-L.C 174300300 

Acquired by Shirr Pharmaceuticals Group Pic 171300.000 

Merger with Arris Riarmaceuncal Corporation 1663*00.000 

Acquisition of National Sanitary Supply Company 162 300 300 

Acquired by an afflfate of Weiss. Ftedc tf Greer LLC and its senior management (fending) 150300300 
Sale ofMid -Continent and Barbados assets ro Chesapeake Energy Corp. (Pending) 150300300 
Sale of real estate properties tn New Orleans to Equity Office P rope ro e a Trust H03OO3OO 

Acquired by Mst Ocean Limited . 1373)00300 

Acquired by Watson fiiarmaceuticak, Inc. 135300,000 

Strategic aUance with Sommerfield Hotel Corpararioa and related acquisition of 127.700.000 

hold properties 

Sale of the Franklin Division asset* of Brown Printing Company to Quebec or 125300,000 

(USA) Corp. 

Joint venture with VTMRx Phannaoruocala Inc to form a new cdl therapy 1203*30.000 

company 

Merger with WPS Resources Corporation (finding) Il9,700j000 

Acquisition of Somam Therapy Corporation 116800300 

. Sale of One Tines Square, New York City, to the Jamestown Group 110300300 

AopxisiDon of the IRIS Dwtstm, the ceilubr tdepbone billing uns of 1 Oil . 000.000 

Computer Sciences Corporation 

Sale of a concroflms interest in the Registry Hotel, Naples, Florida, to 96300300 

fkmda Panther* Holdings, Inc. 

Acquisition of AsooduaJ Building Systems, Inc. 95JX3Q&OQ 

AoqmsirioD of remaining 97% of Hiscox Sdea Insurance Fund Pic (Raidmg) 92,100,000 

liunutiona] buyout of New World fityphomes Holdingi Led. 90300330 

Sale of remamiDg 263% interest to Novartis AG 8tL50<LOOO 

Acquired by Frmont PartMw 79^003® 

AcqutMBon of retail properties from Suren D. Bell and reined entgiea' 7SJOQ300 

Merger with Inicracrive Group, Inc. 74,100300 

Repurchase of 2235 million shares 73300300 

Acquired by Fenner PLC; 70.400.000 


Value Client 


L-3 O'Diciurucanorii- Curponmon 
Murray Lau-rrnce Group 

Grupo EmprL-Mrul .^cncnb Meaicano. 

SA C.V. 

Charoun Undcrunang A^cttsy Ltd. 

Siemens AG 
Alaacx Corp. 

Gen Derm Coijsojanon 
SvgUL't Wirelus. Inc. 

VEBA AG 

Eastsur, Kodak Co m parr, • 

Uotiis TSB Group PLC 

Arvkfe. JMB Pirtners. LP. 

Wit co Corporation 

Fund Amman Eraerp raws Holimgs. Lie. 
Computervbion Carporanon 

Elug Bailrv Process Auto matio n N.V. 

Qcctrogku, Inc. 

BBA Group PLC 

Applied Materials, Inc. 

Mercator Genetics. Inc. 

Svrahcbbo SA 
Banco BdbaC' Vicca>-a, SA 
Gewiu SpA 

L-3 Communications Corporation 

Automatic Dam Processing, Inc. 

STAR Telrcommumrotion*. Inc 
Telecom Argentina bib i -France Telecom SA 
Educanon Alternatives. Inc 
FViuizoil Company 

Telecom Argentina STET France Telecom SA 
Synihiilabo SA 
Alcatel Alsthc-m 

Automatic Data Processing, Inc. 


Aim; Inc 

BU^. Berzelius Umweh-Semce AG 

Banco Bilbao Vizcaya. 5A 

Banksi dc Undcrwriong .‘’igcnaes Lmuted 


Beltane Electronics Coip-3ranon 
BioSor, Inc 

Borg-Warncr Security Corporation 
arid Wingare ftutners, LP. 

British Broadcasting Corpora arm 
The Canada Life Assurance Company 
Canal Phis SA 
Canal Phi* S A 
Capital Re Corp. 

CttueiM Lehman Power LLC 
Claremont Underwriting Agency 

Cofcraaue finanoere Richemont AG 
and M1H Limned 
Diba, Inc. 

Digital Equipment Corporation 
Dutch Corporation 
Dcokodl Manufacturing Company. Inc 
Duke Energy Corporation and 
■ The wntams Companies, Inc 
Ebro Agnicolaii SA 
European Cotnmu-non 
European Commufioo 
EXOK Group 5 A and 
Madison Dearborn Partner*. Inc 
Fincanrien Can Hen N avail Italian] S.pA 
Firat Union Corporation 

Foster Wheeler Ccrpceanon 

Gel Sciences Inc. 

Gruner * Jahr .AG Or Co fa majority 
owned business of Bertelsmann AG) 
Gruner - Jahr AG 6f Co. la majonrv 
owned business at' Berte l s m a nn AG) 
Hanusthl'eger Industries. Inc 
Hamiichi'cgrr Industries. Inc 
Hamischfegcr Industries. Inc. 

Helix Software Company 
Hoechst AG 

Hc-echst Schenne AgrEvo GmbH 
(through us subsidiary, Nunsa BV) 

Huarte SA 

Instgua Fmaricul Group Inc 
Insurance Services Office. Inc 
Insurance Services Office. Inc 
[RJ Internationa] Corporation 
IRI international Corporation 
JBG Comp a nies 
Lehman Brothers Holdings Inc 

I i-lmtan Bft-dicrs Holdings Inc. 

1-ehman Brothers Hohimg* Icc 

Lehman Brothers Holdings Inc 
L^iner Health Products Group. Lnc 
Masada Security Holdings, lnc 

Mctromad Corporation 

National Broadcasting Company. Inc 

("NBC") 

New Jersey Mortgage and (nvestment Corp 
PIzm Hut. Inc la wholly owned subsidiary 
of PepnCo. lacj 
RanJ McNally fr Company 
Rand McNally £f Company 
Fraud McNally fr 5 Company 
Rud Otto Meyer 
The Sc fhul Cc-m p a mes . Inc 
The Sl. Ffaul Companies, Inc 
5cv<d Argentina SA 

Soraere Naooruk del Chamiu. dr Fcr 


Sovereign Bancorp, lnc 
Taniirm Computers Incorporated 
UPPCO, Incorporated 
Vallourec 

Wesley health System. Inc 
Witco Corporation 

Wynn's International, lnc. 


Transaction 

Acquisition of the Ocuari Sy'-tems bufineM from Allred Si grad Inc 'Pending; L 

Safe cf a strategic interest to Sure Farm Mutual Auto Insurance and 
ftp! .^Jne^vun Ennrrpnscs Holdmgc ioc 
Sale of tt« 20 1 -. equsy interest thclJ through Conwcreibfe Preferred Shares! m 
Frcih Del Monte rre-duce lnc back to Fresh Del Monte P.-t-duoc lnc 
Acquuswn or ufidcrwittrig capacity' 

Sale 0 : its Siemens Lighucg Divuion 10 US Industrie* Inc. 

Accused hy Agauton Fnarmareuacifa, Inc 
Arqurri by Medics Phannaceuoa] Cceparano.n 

Sale r- 5 000000 prmurv and 1.000.000 secondary Class A Cummor Shares 
to 3c-sror. 't’enrures Limited Partnership V at SL5 00 per share 
Sale qf 50 1 ' iraiie m Cable & Wireless Europe SA to Cable fcr Wireless Pic 
Acquismc-n of the remaining 49 % of Fox Rioco Inc from CPI Corp 
Sale of Endeavour Personal finance Limited tu Benefits) Bank PLC. 
a subniucy oi ESroeiioal Cort*uraaon 

Defer.se relating tu unsofcrared lender oner by Ralctgh Capital A^cutes LP. 

Sale of o Golden Bear Drewcn 10 Golden Bear Acquisaaon Corp, a company formed 
by Glencoe Corpteacon 

Seff-ter J-.T for .‘•703’Oy shores of sj common stock 

Sate of a maiorey sake in 2 s Open Service Soluncns business unn to CVSl Int, 
at. affiliate of MX 1 . Sass Insvstor Service* 

AcquisUicn of the process auionanon division of Elsag Badcv Italia from 
firimccjariica S.pA 
Arr-jtsmor. cf Knights TcchncloQ'. lnc 

Sale o: the business and assets of its P.C Cox (bfewburv) Limited unit to a new 
group formed bv CVC Capital Partners Limited 
P cpc rxil hoensmg agreement with TnKon Tcehnolcqies. lnc for plaMT>a icjutcc and 
deposzion recbeiC'iogy 
A'pjrnl by Progenitor, lnc 

Jam venture aivi e-pnry iiTcestment m Angmon Corporation 

Sale of ms 70% stake in Lfn&an to Wafehank m exchange for 6% of Wriaharik 

Acqatiiaon of the N owa FLux Group 

Ac mu men of the Satellite Tcanimission Sj'siems Divinon of CahTomu 
Microwave, lac (Pending) 

Purchase of L320300 shares of HcalthPlan Services Corporation from Noel Group, lnc 
Acquuiaon of Untied L*igital Network, lnc (Pcndmg,'i 
Accuiinx-r. of Com-Ing Comuricaaorus e lrigeruera SA 
AcncsitK'ri of Sunrise Educational Service*. Ine. 

Sale of at pas marketing business. PennUiuon Encrgj* Services LLC, to a -.ub.-idiary 
of Columbia Gas System 
.Acquisition of Amet SA 

Acquisition of an equity stake m Praecis Pharmaceutical^ lnc 
Sale of the security lighting and alarm systems operations of its Sift Unit to 
LegranJ SA 

Sale of its Automotive Receding Information Servian Business to _ 

Cooperative Ccanr<utmg. lnc, an operating subsidiary of Hides, Muse, Tate & 

Furw Incoipcvatea (Fending) 

Safe of its Channel A Lister Drvtson to Questor Dinners Fund LP 
Sale of zt» 42 & i stake m Horsehcad Resource EVwlopment Co, lnc. to 
Horsehtad Induitnc*. lnc 

Inewporaoon of UAP Ibenca m the insurance joint venture between Banco Bilbaei 
Viacara. S A and AXA-UAP, AXA-Aurora SA 
Sale ot‘ a miK-ntj rntexes* to London Insurance Market Investment Trust through 
the creation cl Bankskfe Insurance Holdings Pic m which the manageirhim ot 
Banfcsuie Underwnong Agenaes Lnmred will hold 35% of the voting and 
economic nghu 

Acquired by J.W Childs Equity Partners LP. 

Merger wah Correch. Inc. (Pending) 

Merger of Loomis .Armored lnc- an affiliate of Wingate Pinners, with Wells Fargo 
Armored Service Corporation, a aibstdarv of Borg-Warncr Security Corporation 
Safe of its World Service Traomuseion Business to Merlin Conunumcaiions Group Ltd 
Acquisition of MetLifc UK Ltd (Pending) 

Acquisition of 45®t> of halian P»yT\' company Trkpm s.rl from Kirch Group 
Sale of as 57 stake in the German TV company Premiere to Kirch Group 
Acquisition of Ci de Rougemont Holdings cr Cn. 

Acquired by The Energv Group FLC 

Acquired by Kingsmcad LkiderwritinB Agency, a company newly formed bv 
TIG Holding; and Aon Investment Holdings 
Spin-off to KQH Limned of NelHc kl's operations in Africa, the Middle East, 

Greece and Cyprus 
Acquired bv Sun Microsystems. Inc. 

Sale of itf Pnnnng Systems Business to GENICOM Corporation 
Sale of a 50% equitv imetest to Summit Partners, LP 
Acquired by Enterprise fbrtncrs 

Safe of a majority stake m Alan Duke Energy Technologic*, LLC 
to Battery Ventures 

Merger with Soctedid Atuearera Espanob SA (PbnJing) 

Advisor tn Credit Lyonnais' restructuring case involving State Aid tPfcndmg) 

Advisor in GAN 'ClCs restructuring case mvc-K-mg State Aid 
Sale ot' Duo-Tang, Inc. to Canantmul JflmoM Venture Corporation 

Merger of us chcscl engine acnvKxs with ’Waroila Diesel Internaaonal Oy 
Sale ol a Sj.i bdLun ujisc cured credit card porefobo 10 Prewdian Fmancal 
Corpciranon (ftndmgi 

Sale of substanuallv oil of the bis incss of ns subsidiary, Gliu-ch Inremaramil. lnc, 

10 Koch Engineering Companv, a subsidiary of Koch industries. Inc. 

■Acquired by McdLcgic Global Corporation 

Safe of all of the general and limited partnership mu-ieus m Ohl Group to a 
buyout grt-up fed bv Ohl Group management 
Sale of the Rjvermdc County Publishing Company to Big Flower Press 
Holdings, lnc. 

Safe of Breams Perec Limned re- The Enl Company, a subsidiarv of US. Industries, lnc. 

Safe of Byron Mcdipbrocs Lunucd to Management 

Sale oi' 362'^' stake m instem pie to Mcum Lunued 

Sale 10 Network .Associates lnc. (formerly McAfee Aeweiatei Inc) 

MensT of it? Behrmg Diagnostics GmbH unn with I 'tele Inurraaorul lnc. to form 
an independent company. Dade Behring Toc- 
■Acqutsioon of Sunned Cceporaoi-n 

Merger with Ob rate cm 5 A (Penduigj 
.Acquuinon of FLchard Ellis Group' Ltd (Pending) 

Acquisition of the assets and operations of American Insurance Sctvkcs Group. Inc. 
Conversion 10 a stock company 
Acquisition of" Bowen Tools, ine. 

.Acquisition of' Cardwell lnicrnanonaL Ltd 

Sale of office property poru'otio to TrcecHahn Corp. (Fending) 

Acquisition of the NanoraJ Servicin|Cmrcr and certain mongage servicing assets 
from Harbourton Mortgage Co. LP 

Safe of a 50% scUre m ftn. Agora .Asset Management to Putnam Jn vestments /finding) 
Sale of certain retail accounts in London. Hong Kong and Singapore to 
Prudential Securmes Group lnc. 

Sale of Lehman Brothers Bank iSwuaetland) to Arbatax International Inc. 

.Acquired by North Castle firrners L LLC 

Sale of Fubstanttally all of its assers tc Amemrch Monitoring Services, lnc, tor 
stock and the assumption of certum lobiliDcs 
Acquismcn of Atiamrs Corp..iraae>ri 

form a aoo oi a icat venture with Hicks. Muse. Tare fcf Furst Incorpotated which wjD hold 
LHv' T\ r s KXAS-TV riallas statxn and NBGs KNSEsTV San Diego station (Pending,) 
Acquired fry .Ainencjn Buimes* firuncsd Services, lnc. 

Safe of its D'Angelo's Sandwich Shops, lnc. to Rapa Gmo's Holdings Corp 

Sale of ns Doauvsteaf Lnvwton to Code, Hennessy 6^ $hnmor,± U. LR 
Sale of its Media Services Division to McQueen Internaaonal Ltd 
Safe of its Rand McNaDy Bcuk Services Group Unit 10 World Color Press. Inc. 
Acquired hy Imernaoo Mailer NV' 

Acquisition of Cassidy Davis Managing Agenev 
Acqijytt»n of the Graven and Tdhng Managing Agenw 
Parncipaoi'.-i of Automobile! Peugeot in the epical of Sevol Apgentma SA and 
its inclusion on Pcjqeot'? mduarrial and commercial network 
53e of a 50 *j less one share interest in its tcfecommuracations unit. Telecom 
Dcvdoppcment, » Cie Cenerale des Eau* and its telccommimirad-MU psirtners, 
finns h Tefecommumcaaons PLC and Maoncamaitn AG 
Acquisition of Fleet Aurom-tbilc finance Divunn from Fleet Financial Group, Inc. 

Sale of its whoHv owned suk-kfeiry. UB Networks, to Ncwbndgc Networks Corp 
.Aequireii by .AO Smith Corporals: n 

Format »n of a joint venture wuh Marine smart nr 6 bren -W’crkc .AG 
.Acquired by Quonm Hrahh Group. Inc. 

Sale of its Bradford, Pennsylvania refiner.', hfendmp and packaging plant 10 
.American Refining Group 

Repurchase of up to 1.1 dttllfen of as common shares 
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Endesa, BCH sign joint ventures deal 


By Tom Bums ft Madrid 

Endesa, Spain's main power group, 
and Banco Central Hispano yester- 
day reached a long-awaited agree- 
ment to develop jointly a series of 
ventures in the telecommunica- 
tions and energy sectors. 

Hie partnership will clarify End- 
esa's domestic diversification strat- 
egy ahead of a share offering in 
May, worth up to $5bn, that will 
reduce state ownership in the elec- 
tricity group from 41 per cent to 
between 15-20 per cent. 

It also concentrates BCH’s port- 
folio in selected growth sectors, fol- 
lowing a policy of withdrawal from 
areas including mining and agri- 


business. which formed part of a 

wide-ranging reorganisation of its 
industrial interests. 

The agreement was initialled 
yesterday by Angel Corcostegui 
and Rafael Miranda, the respective 
chief executives of BCH and End- 
esa. and it will be approved by the 
two boards next week. 

A key feature of the alliance is 
understood to be an arrangement 
between Airtel. a fast-growing cel- 
lular telephone company, and 
Retevisidn. Spain’s recently 
launched second fixed telephony 
carrier, that will enable both com- 
panies to join forces as a global 
operator. 

Endesa is an important share- 


holder in both businesses and 
BCH. which owns a significant 
stake in Airtel, is now likely to buy 
equity in Retevistbn when the car- 
rier is fully privatised later this 
year. 

Their co-operation in the two 
telephone companies is expected to 
extend to the cable communica- 
tions business, where Endesa and 
BCH are currently backing rival 
consortia seeking domestic fran- 
chises. 

This will allow the two consortia 
to compete more effectively against 
Telefbnica. the dominant domestic 
telephone operator, which also 
plans to enter the cable sector. 

The tie-up between BCH and 


Endesa could also have conse- 
quences for the gas sector, which is 
being deregulated. The alliance, 
allows Endesa to Increase its share- 
holding in Cepsa, an energy group 
controlled by BCH and Elf Aqui- 
taine of France, in order to develop 
the supply and distribution of nat- 
ural gas. 

The alliance was originally out- 
lined in July 1995 but its implemen- 
tation was delayed because BCH’s 
profits were under pressure. 

Earlier this year the bank com* 
pleted the acquisition of 3 per cent 
of Endesa, a stake which it had 
undertaken to purchase before the 
end of 1995 to cement the alliance. 

Under the earlier agreement, 


Endesa and BCH were to have 
pooled the 7.5 per cent stakes that 
they each hold in Unibn Fenosa. 
the domestic power group based 
Galicia, north-west Spain. 

This agreement has been over' 
taken by new legislation that pre- 
vents an electricity company own 
ing equity in a rival generator 
Endesa is expected to negotiate 
with BCH the sale of its Unibn 
Fenosa stake to banking Interests 
in Galicia. 

• BCH said yesterday it bad paid 
PtaiOffan i$n.7m) to lift its stake 
in Dragados y Constrncciones, the 
Spanish construction group, by 
five percentage pointsto 23.51 per 
cent 


Spanish rivals step up search for allies 

BBV and Banco Santander aim to secure a wider European presence ahead of monetary union 


A n invitation by Emi- 
lio Ybarra, chairman 
of Banco Bilbao Viz- 
caya. to potential European 
partners willing to develop 
cross-border alliances has 
prompted a swift response 
from Emili o Botin, chairman 
of Banco Santander, its big- 
ger rival 

Like all their European 
peers, the two Emilios of 
Spanish finance know that 
the onset of monetary union 
will shake out the banking 
sector. Mr Ybarra brought 
the issue into sharp focus 
last month when be told 
BBV shareholders that bank- 
ing concentration was ‘’inev- 
itable" and that he was 
“open to aiiianras and in a 
condition to study them". 

Mr Botin is, however, 
unlikely to allow BBV to 
snatch a lead in interna- 
tional banking. 

He took up the challenge 
last week when Santander 
offered $23m to liquidators of 
the Peregrine group to take 
on more than 150 equities 
staff from the failed Hong 
Kong investment bank. The 
bold move into the Asian 
market, where Santander 
Investment, the group’s 
merchant hank- already has 
offices in Hong Kong and 
Singapore, was Mr Botin’s 
way of stressing who calls 
the shots in Spanish bank- 
ing. 

He is now watching the 
outcome of merger proposals 
between Istituto San Paolo 





The two Emilios: Emilio Botin, chairman of Banco Santander deft) and Emilio Ybarra, chairman of BBV 


APandOeanBwn 


di Torino. Italy's largest 
commercial h ank and IMJ, 
the Rome-based banking 
group. 

The Spanish bank has 
built a shareholding of 
nearly 7 per cent in San 
Paolo and Mr Botin is. in 
principle, prepared to main- 
tain a similar equity stake in 


the merged institution. 

The message in this case is 
Santander has both the 
financial muscle and the 
experience to take the initia- 
tive in developing European 
alliances and acquisitions. 

The group cemented a 
partnership with the Royal 
Bank of Scotland 10 years 


ago when it became a minor- 
ity shareholder of the UK 
bank, and last year it raised 
to 100 per cent its controlling 
stake in CC Bank, a profit- 
able German bank that spe- 
cialises in consumer finance. 

The pro-active interna- 
tional strategy pursued by 
Santander sets it apart from 


BBV, its close domestic 
competitor. 

Santander has a margin- 
ally larger share than BBV 
of thg Spanish financial sys- 
tem - between them they 
account for more than 20 per 
cent of total domestic depos- 
its. Although Santander is 
bigger in terms of assets,' 


BBV, which is larger by mar- 
ket capitalisation, posted a 
net profit of Ptal30.Sbn 
($860.8m) last year, a record 
figure for a domestic bank 

W hat puts Mr Botin 
ahead in the race 
to secure a wider 
European presence is that 
Santander entered Latin 
America ahead of BBV and 
has virtually completed its 
hanking empire. Mr Ybarra, 
meanwhile, says he plans 
significant further expansion 
for BBV in the region. 

Santander, which boasts 
the biggest international 
hanking f ranchis e in Latin 
America, reported that last 
year its units In the region 
contributed Pta52Abn to the 
group’s Ptall0.6bn attribut- 
able net profits. The percent- 
age of Santander’s assets 
outside Spain, which are 
overwhelmingly concen-. 
trated in Latin America, 
stand at 50 per cent of the 
group's total. 

In contrast, BBVs units in 
the region represent just 22 
per cent of total assets and 
Mr Ybarra is looking for 
investment opportunities in 
Chile and in Brazil, where 
Santander has established a 
strong presence. He also 
wants to bring all BBV’s 
regional networks under the 
parent bank's brand name, a 
move that Santander has 
already taken. 

.. Tom Borns 


Sobering helped to 23% 
advance by strong dollar 


By Roderick Studemann 
in Berlin 

Schering, the German 
pharmaceuticals group, yes- 
terday announced a 23 per 
cent jump in net profits for 
1997 to DM446m ($24S.7m). 

The strong dollar was a 
significant factor in the 18 
per cent rise in sales to 
DM6.2bn, but the increase 
was also helped by good per- 
formances at the group's 
therapeutics, fertility control 
and hormone therapy busi- 
nesses. Sales of therapeutics 
rose 32 per cent to DM1.9bn: 
fertility control and hor- 
mone therapy sales rose 30 
per cent to DM2.1bn. 

The company said sales 


growth came from outside 
Germany, particularly in 
Latin America. The crisis in 
Asia had only a minor effect. 

In Germany, turnover was 
sluggish, because of cost-cut- 
ting by health authorities, 
although sales were boosted 
by the inclusion of Jena- 
pharm, the east German con- 
traceptive company consoli- 
dated since October 1996. 

Sales of Betaferon. the 
multiple sclerosis treatment 
and the company’s most 
high profile drug, rose 25 per 
cent to DM67im. However, 
in the US, where Betaferon 
faces stiff competition, sales 
dropped 10 per cent to 
DM311m. Schering said 
about 44.000 patients used 


Betaferon. of which 18,000 
were in the US. 

It said it expected to 
remain independent in spite 
of further consolidation fol- 
lowing the planned merger 
of Glaxo-Wellcome and 
S mithklin e Beecham, both of 
the UK. 

“Schering has always been 
a target for the larger com- 
panies and 1 would be disap- 
pointed if Schering was sud- 
denly not considered as a 
target," Klaus Phle, chief 
financial officer, told Reu- 
ters. "But on the other hand, 
we think that we are a niche 
player so the reasons for 
merging and saving a lot of 
money through the merger 
are limited." 


Investcorp profits surge 
20% to record $108m 


By Jane Martinson, 
Investment Correspondent 

Investcorp. the Bahrain- 
listed banking business best 
known for its investments 
in luxury goods companies, 
lifted net profits 20 per cent 
last year, to a record 
$103. 6m. 

Gary Long, chief financial 
officer, said that profits - 
greater than in any year 
since the group was set up 
in 1982 - were boosted by 
investment income and 
gains from successful flota- 
tions daring tbe year. 

Investcorp identifies cor- 
porate investment opportu- 
nities, often in well-estab- 
lished brand names. It then 


works with management to 
improve the company’s per- 
formance until it is ready 
for sale or flotation. 

Last year's sale of its 
shares In Prime Service, a 
US company, to Atlas Copco, 
the Swedish group, realised 
the largest amount for the 
group, with an eventual 
value of more than SLlbn. 
Asset-based income rose 44 
per cent to $175m 

The group started an 
external asset management 
business last October, which 
helped investment income 
more than double to 3153m. 

Investcorp was founded in 
1982 by Nemir Kirdar. who 
arrived in the US from bis 
native Iraq in 1969 and 


became vice-president of 
Chase Manhattan. Hie com- 
pany was set np to filter 
money from the Gulf states 
to US companies. 

Total assets of $1.93bn 
were up ll per cent in the 
year, while the group made 
more than S2bn worth of 
acquisitions. 

Investcorp made two high- 
profile acquisitions in 
Europe . last year. It 
arranged fixe £476m (S795m) 
purchase of Welcome Break, 
the UK motorway service 
group, and was involved in 
the acquisition of the Helly 
Hansen clothing group. 

The firm paid a total divi- 
dend of $30m for file second 
y03T naming. 
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EUROPEAN NEWS DIGEST 


O.tel.o plans to 
launch in April 

O.teLo. the fledgling German telecommunications 
company which is seeking to rival Deutsche Telekom, has 
set April.l as the start date for its public voice service 
operations. The group, which is backed by Veba and 
rvve. tbe large industrial conglomerates, said yesterday it 
would attract customers with a simple tariff structure. On 
average it would undercut Deutsche Telekom, the former 
state monopoly, by about 20 per cent on long -distance 
calls. 

O.teLo has been one of the slowest of the new German 
telecoms groups to launch its new services after full liber- 
alisation of the German market on January l. But yester- 
day it said that ensuring a good reputation and technolog- 
ical standards were more important "than being on the 
market six weeks eariier". 

O.teLo has a s ignifican t presence in the corporate tele- 
communications market. It is now beginning trials with 
1,000 private customers. Ulf Bohla, chief executive, said 
O.teLo would offer favourable rates for calls to Turkey, 
while US c a l l s would be treated as if the country were 
“part of western Europe". But Deutsche Telekom said it 
would still offer more favourable rates in many cases. 

Ralph Atkins. Barm 

m BANKING 


Deutsche appoints new Asia chief 

Deutsche Bank, which last week announced heavy provi- 
sions to cover risks on its Asian loans, has filled the gap 
created by the departure of its chief executive for the 
Asia-Pacific region. It said yesterday that John Ross 
would move to this job from his current position as group 
treasurer. 

Mr Ross will succeed Simon Murray, who has left to 
pursue his own business interests. Mr Murray, a former 
member of the French foreign legion, joined Deutsche 
Bank as Hong Kong-based chief executive after a spell os 
manag in g director of Hutchison Whampoa. 

Taking over from Mr Ross as treasurer will be Detlev 
Bindert, currently responsible for Deutsche Bank's global 
money market operations. Both men have spent time with 
US banks - Mr Ross with Rank of New York and Mr Bin- 
dert with J. P. Morgan. Andrew Fisher. Frankfurt 

EAST GERMANY 


Sero advances 27% halfway 

The recycling group Sero. one of east Germany's few pub- 
licly listed companies, yesterday announced a 27 per cent 
in first half pre-tax profits to DM7.4m ($Aim) and 
upgraded its forecast for 1997-98 sales by 40 per cent, to 
DM280m. The company, which continues a practice 
started under communism of recycling commercial and 
consumer refuse for use by industry, also announced a 
dividend increase of 20 pfennigs to DML 

Frederick St&demarm. Berlin 

MEDIA 


Havas Advertising in US bay 

Havas Advertising, the French advertising agency, has 
further strengthened its US activities by acquiring SFM 
Media Corporation, the biggest independent American 
media buyer, for an undisclosed sum. 

The French company. 38 per cent owned by Havas, the 
media group, said the move would consolidate its pres- 
ence on the world's biggest and most technologically 
advanced market. It said the US had already become, for 
the first time in 1997. its leading market in terms of vol- 
ume and profitability. 

Robert Frank, c h a irma n of SFMs media services unit, 
said the deal would enable his group to benefit from the 
resources of one of the largest global communications 
groups at a time when more clients were seeking interna- 
tional expertise, while maintaining a “local approach”. 

It gives us the wherewithal to properly compete," he 
said- “We have got the team. We are very, very excited.’’ 
SFM’s annual turnover was said to be about Slbn. 

David Owen, Paris 

POLAND 


Exbud offering oversubscribed 

Exbud, the largest Polish construction group, has raised 
150m zlotys ($43m) in an international equity offering. 
The issue of 5m new shares, in the form of Global Deposi- 
tary Receipts. was priced at 30 zlotys a share, a discount 
of more than 9 per cent to the dosing price last Friday. 

The Polish stock market has begun to recover in recent 
weeks from the steep decline suffered in the final months 
of last year, and the issue was a test of foreign investor 
interest in Polish equities. “Of central European issues in 
the last four months, this was a lower discount than 
most,” one banker involved in the deal said yesterday. 

.. Nomura was the lead manager with Flemings as co- 
manager and Paribas Capital Markets as junior co-lead 
man a g er. All three banks will make a market on Seaq 
International for the Exbud GDRs, which will be listed on 
tbe Luxembourg stock exchange. 

The transaction is the largest non-privatisation, second- 
ary international placement by a Polish company, and it 
is the first ti me that a construction company from central 
and eastern Europe has raised money in the international 
equity markets. 

Nomura said yesterday that the issue was about three 
times oversubscribed with more th an 90 per cent of the 
de m and coming from regional and emerging market insti- 
tutional investors. 

Kevin Done, Bast Europe Correspondent 

HUNGARY 


Move on import duty lifts Mol 

Shares in Mol, the Hungarian qil and gas company, con- 
tinued to rally yesterday, partly in response to a decision 
by the government .to reduce the customs fees on 
imparted oil and gas from 5 per cent to 3 per cent Ana- 
lysts expect the fees to be abolished from April L 
Mol imported some Tbn cubic metres of gas and 5.4m 
tonnes of crude ofl from Russia and former Soviet states 
last year, on which it paid Ftl3bn ($63ml in fees, or $7Qm 
at mid-1997 exchange rates. Abolishing the customs fees 
will add FtlObn to pre-tax profits, according to Attila 
Vago. analyst with Concorde Securities in Budapest. The 
shares climbed FtSS, or L5 per cent, yesterday to Fts.380 
after gaining 2.7 per cent on Friday. 

• Raster Eddy, Budapest 
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Red chip sector shakes off Asian blues 

The surging index of mainland-backed companies in Hong Kong shows recovery is on the way 



Ups ^nd demms in Clitaa 


A fter a spectacular 
collapse., and months 
of despair; signs of, 
life are whining- through once 
more in Hong Kong’s bat- 
tered! “red chip"' sector. 1 . 

Mainland-backed compa- 
nies have fuelled the recent 
stock market rally.- and some 
of China's industrial heavy- 
weights are pushing ahead 
with plans for acquisitions 
and share issues. 

Cosco International 
announced last Sunday that 
it would raise funds and 
inject infrastructure and 
property assets from its 
-mainland parent, while 
China Telecom : appears 
poised to buy mobile 
operations in Jiangsu prov- 
ince. The HK$l2.85hn 
(US$1 .66bn) C hin a Ever- 
bright will reap from yester- 
day’s sale of its Hongkong 
Telecom stake will provide, 
capital that coaid yield fur- 
ther asset transfers to its 
listed vehicles in Hong 
Kong. 

Activity is still a far cry 
from the frenzied days of 
s ummer 1997. when queues 
wound around the Bank of 
China in Hong Kong as 
investors scrambled to apply 
for shares in Beijing enter- 
prises. the business arm of 
the capital’s municipal 
government. 


Aslan . 
aftershocks 
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But a surge of more than 
70 per cent in the “red chip” 
index since its January low 
suggests the sector is recov- 
ering from the impact of the 
regional financial turmoil 
which swept into Hong Kong 
last autumn and burst the 
speculative babble around 
mainland enterprises. 

There is much at stake on 
both sides of the border. For 
Hong Kong, the listing of 
m ainlan d companies pro- 
vides a means to secure its 
role as China's international 
finan cial centre and retain 
an edge over regional rivals 
as well as fast-emerging mar- 
kets ID S hanghai, 

For China, international 
listings provide a vital 
source of funds, for the 
reform of state enterprises, 
the priority of economic pol- 
icy. In the first 10 months of 
last year, mainland compa- 
nies raised some US$8bn 


through share issues in 
Hong Rong. In addition to 
hinds, the establishment of 
Hong Kong operations 
improves management, 
transparency and expertise. 

After the October listing of 
China Telecom, the biggest 
red chip, issues slowed to a 
trickle. Just two red chips 
have come to market, while 
there have been no flotations 
of H -shares, or Hong Kong 
ffctmg ft of mainland incorpo- 
rated businesses. Huaneng 
Power shelved plans to raise 
US$150m through an H -share 
issue. Yanzhou Coal Mining 
has also delayed its Hong 
Kong debut 

Despite the hiatus, offi- 
cials have remained confi- 
dent about Hong Kong's role 
in raising equity funds for 
mainland businesses. “If you 
look at our track record. I 
don’t think any financial 
centres in the world can pro- 


vide the same fund-raising 
opportunities for Chinese 
companies,” says Alec Tsui, 
chief executive of the Hong 
Kong stock exchange. 
“When the market is settled, 
the Chinese companies will 
come back." 

“Hong Kong will continue 
to be an important source of 
funding for Chinese compa- 
nies,” says Dai Xianglong, 
governor of the People's 
B ank of China. Bankers 
believe some easing of rules 
concerning asset injections 
could follow China's forth- 
coming National People’s 
Congress. 

Official claims are sup- 
ported by recent events. 
Apart from the moves at 
Cosco and China Telecom, 
analysts expect several infra- 
structure and energy-related 
businesses to launch initial 
public offerings in Hong 
Kong this year. These 


include Anhui Xixyi Energy 
and Guizhou Wujiang 
Power. 

After the upheavals of 
recent months, however, 
companies and investors are 
set to take a cautious 
approach. “Chinese compa- 
nies are taking a pragmatic 
stance.” says Pitzi Lau. 
senior analyst at Salomon 
Smith Barney in Hong Kong. 
“They have to be more real- 
istic in terms of timing and 
pricing." 

This was evident in recent 
issues. Tianjin Development, 
the investment arm of the 
city’s municipal govern- 
ment. offered shares to inter- 
national investors at a price 
of about 10 times prospective 
ea rning s, much less than the 
multiples of 20 or 30 times of 
previous issues. Cosco ’s 
latest placement will be 
made at a discount, com- 
pared with a premium for its 


previous issue last year. 

Investors will also be more 
discriminating about the pol- 
icies and prospects of the 
companies on offer. Cosco 
shares plunged 12 per cent 
yesterday, reflecting disap- 
pointment that some funds 
would go to buying property 
in Hong Kong. 

"Investors want quality 
assets on the mainland, not 
prestige projects in Hong 
Kong.” said one corporate 
finance executive at a Hong 
Kong bank. "The days when 
you could flog a third-rate 
company on vague promises 
of asset injections and main- 
land connections are defi- 
nitely over," says the head of 
corporate finance at a US 
investment bank. 

For that reason, many in 
the industry see the recent 
slump as a healthy correc- 
tion. "China issues had 
become much too specula- 
tive and detached from any 
fundamental valuation,” 
says Ms L.3U at Salomon 
Smith Barney. There are 
plenty of mainland compa- 
nies in the pipeline, she 
adds, but they face much 
more rigorous scrutiny 
before they make it on to the 
Hong Kong market. 


This is the sixth in a series 
on the effects of the Asian 
crisis. Previous articles 
appeared on January 27. 
January 28. January 30. 
February 4 and February 6. 


Lingerie group out to seduce foreign markets 


By Andrea Campbell 
in Buenos Aires 

Caro Cuore. the Argentine retailer, 
is looking to bring lingerie with a 
Latin American touch to the rest of 
the world, having opened 13 fran- 
chises over the last five months in 
an aggressive post to move beyond 
its own borders. 

One of the few Argentine fran- 
chisers to try its luck abroad. Caro 
Cuore has been busily setting up 
shop in exclusive locales spread 
over four continents. 

“Caro Caere is one. of the fastest- 
growing Argentine companies, 
thanks to dynamic marketing,' 


innovation and productivity ” said 
Nelson Perez Alonso, head of 
Claves, a business consultancy. 

Hie move overseas follows the 
family-owned company's building 
of a 38 per cent market share at 
home in fashion lingerie. From 
sales of $19.1m in the year to June 

1996, Caro Cuore has seen business 
increase 24 per cent to $23.7m in 

1997. selling some l.fim undergar- 
ments a year. * 

.To promote its brand abroad, 
Caro Cuore is looking for capital 
To date, six private equity funds 
have offered to buy a stake in the 
business, according to ‘Adolfo- 
Drescber. who, 'with his wife Ros- 


ita, runs the family-owned busi- 
ness. The Argentine e n tr ep reneur 
also wants to treble the number of 
. stores he directly owns in the 
country. 

- Currently, 75 per cent of the 
17-year-old company's sales are 
domestic while the remainder 
come from exports. However, for- 
eign operations are now growing 
fast. 

In addition to four new stores in 
• Spain - for a total of eight - C-aro 
Cuore is doubling its stores in Bra- 
zil from two to four. New outlets 
are also to be added in Ecuador, 
Portugal, Uruguay, Canada and 
South Africa. 


In Miami - the chain’s most 
ambitious endeavour to date - 
Caro Cuore built its largest over- 
seas store earlier this year. Three 
more sites are planned for the city, 
bringing Caro Cuore ’s total of for- 
eign franchises to 25. Two years 
ago its only foreign presence was 
in neighbouring Paraguay, says Mr 
Drescher, 

The chain's brisk expansion bas 
continued, said its founder, almost 
wholly of its own volition. Until 
now. interested franchisees intent 
on setting up in exclusive resorts 
have been the ones to seek out the 
Dreschers. he says. 

In addition to lingerie, the. fran- 


chise has also recently expanded 
into bathing suits, sportswear and 
footwear. 

Much of the store’s success is a 
result of its aggressive advertising. 
In 1992. Caro Cuore surprised the 
local fashion industry by signing 
Claudia Schiffer, the German 
model for a year. Its main impact 
however, has come from Valeria 
Mazza, the Argentine modeL 

She began her career with Caro 
Cuore in 1988 and recently signed 
her ninth consecutive contract to 
promote it’s new line of sports- 
wear. She has become a key ele- 
ment in establishing Caro Cu ore's 
growing niche. 


INTERNATIONAL NEWS DIGEST 


SPH to unite 
share classes 


Singapore Press Holdings has decided to merge its local 
and foreign shares and compensate foreign shareholders 
with a bonus because locally-held stock has traditionally 
traded at a premium. 

The plan, which shareholders approved yesterday, 
comes after SPH proposed in December to end the 49 per 
cent limit on its foreign shareholding, which analysts said 
had been instituted to keep strategic industries in local 
hands. 

Analysts applauded the move as symbolic of the author- 
ities’ commitment to liberalising Singapore's financial 
sector. But they objected to the bonus provided to holders 
of foreign shares. 

Singapore Telecommunications was the only manage- 
ment shareholder to vote against the share merger, say- 
ing it was not equitable to local shareholders. SingTel 
holds 13 per cent of SPH’s shares through about 9m local 
shares and 400.000 foreign shares. “By compensating the 
foreign shareholders more than the local shareholders in 
the scheme, the local shareholders' shareholdings will be 
diluted by more than 7 per cent," SingTel said. “SingTel 
voted in what it viewed to be in its best interest as a 
long-term shareholder." 

Analysts uoted that this sets a precedent for other com- 
panies to offer holders of foreign shares compensation 
when they merge their foreign and local shares. 

Singapore Airlines, the national carrier, is widely 
believed to be preparing to be next to take this move: Its 
local shares closed at SS8.05, up 30 cents, while its foreign 
shares rose 10 cents to SS12.10. 

SPH local shares closed at SS18.2CI. up 50 cents, while 
SPH foreign shares finished down 50 cents at SS21.60. 
SPH’s shares are to be quoted as a single stock on 
March 16. Sheila McNulty. Kuala Lumpur 


John Ridding ■ films 


Brussels set to clear Agfa buy 

The European Commission is expected tomorrow to clear 
the acquisition by Agfa-Gevaert of the graphic films and 
offset printing plate activities of DuPont after Agfa made 
some concessions, a Commission source said yesterday. 

The source declined to give any details on the conces- 
sions, but added that the deal was not controversial and 
would be approved by the Commission at its weekly meet- 
ing without discussion. 

The Commission in October started an in-depth probe 
into the deal due to concerns that Agfa would gain a dom- 
inant position in the markets concerned. 

The US-based chemical giant said in August it was sell- 
ing its graphic films and offset printing plate businesses 
to Agfa's German and Dutch subsidiaries, both called 
Agfa-Gevaert for an undisclosed sum. Agfa is controlled 
by Bayer. 

The operations generated almost 5600m in revenues in 
1996. which compares with DuPont's total sales of $43£bn 
the same year. 

Graphic arts film and offset printing plates are used for 
the reproduction of text and images on paper and other 
material. Customers include newspaper printers, commer- 
cial printers and packaging printers. Reuters. Brussels 


Comments and press releases about international 
companies coverage can be sent by e-mail to: 
international. companiesiaJt.com. 


How fit is your organisation? 



Find out with The MECA Report on 
The Competitive Fitness of Global Firms 


The MfCA Report on the Competitive Fitness of Global firms, uses a ground-breaking corporate analysis tool that 
benchmarks the fitness of a firm relative to others within its sector and provides a structured method of evaluating the 
business capabilities which influence the effectiveness of a firm in its market and, hence, its future performance. 

Compiled by the eminent Professor of Marketing at 1NSEAD, Jean- Claude Larr£ch£, and gathered from a survey of 
over 170 of the world's leading firms the MECA Report is the outcome of a five-year development project involving both 

an intensive research program and direct experience in helping corporations 
enhance their capabilities, acquire new ones, or transform themselves. The results 
of the report can be used to help you: 

• Identify the key leadership challenges encountered in the creation of 
sustainable long-term growth in-shareholder value. 

o. Determine specifically how successful companies excel within their given 
sector, and use the results to help, you benchmark your firm relative to others 
within your sector. 

• Highlight the differences between firms that are succeeding and those that 
aren't - differences which can also be invaluable in determining the future 
direction of your company. 

Full Assessment of Corporate Fitness. 

The MECA (Market Effectiveness Capabilities Assessment) approach 
provides a comprehensive framework composed of 1 2 market effectiveness 
capabilities used to assess the situation of a firm. 
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GLOBAL firms 


Each of the capabilities is assessed on a scale of 0 to 100 with an overall rating index called the OMEC rating (Overall 
Market Effectiveness Capability) being applied. Those 41 companies who have achieved world-class status by having an 
OMEC rating of above 65 are analysed in detail in the report. 

To find out: 

• What the weakest dimension of leadership in global firms is; 

• Whether US firms are better able to compete effectively than European Firms: 


Whether with seniority' managers become more or less critical of their firm: 


And how the best stay the best. Order your copy now! 
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Further overseas growth planned as interim profits rise 50% 

PizzaExpress to expand 


By David Blackwell 

PizzaExpress is to press 
ahead with Us ambitious 
expansion plans after 

announcing an increase in 
Interim pre-tax profits of 
almost 50 per cent. 

The group, which makes 
more than 10 m pizzas a year, 
operates a chain of 163 res- 
taurants and plans to open 
more than 30 this year. 

David Page, chairman, 
said the group was negotia- 
ting on another 60 sites, and 
had identified a further 100 
locations for new restau- 
rants. The group was target- 
ting the same type of cus- 
tomer as companies like 
Next, which had 400 high 
street outlets. 

Overseas expansion is also 
proceeding. A restaurant 
opened in Delhi is serving 
2,000 customers a week, and 
franchises will be opened in 
Moscow’. Cairo and Paris 
before June. 

It is all a far cry from the 
group’s modest origins in 
the mid 1960s. when PizzaEx- 
press bought a £600 imported 
Neapolitan pizza oven and 
employed an elderly Sicilian 
lady to knead the dough. 

The menu bas remained 
unchanged, as has the man- 
agement's taste for unusual 
properties - one of the latest 
openings in Kings Road, 
Chelsea, is the ballet school 
that trained Anna Neagle 
and Margot Fonteyn. 

The jump in pre-tax profits 
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Time for a quick bite: Ian Eldridge, chief executive, (left) with David Page 


from £6J3m to £9.4m (S 15.7m) 
in the six months to Decem- 
ber 31 reflected strong 
organic growth as well as 
tbe increasing contribution 
from the 32 franchise outlets 
acquired in late 1996. Sales 
were 55 per cent higher at 
£47.6m (£30. 7m). The shares 
put on 35'>ip to close at 
72I‘/=p. 

"As long as we are grow- 
ing our market share and 
the restaurants are full, it is 
obvious we are delivering 
the right products at the 


right price," said Mr Page. 

He said like-for-like sales 
growth in the former fran- 
chises bad been improved 
from 3 to 7 per cent, but was 
still below the 12 per cent 
achieved by restaurants that 
had always been in company 
ownership. 

The cost of absorbing the 
franchises was mainly 
related to staffing. The 
increased training budget 
had dented operating mar- 
gins from 20.3 to 19.7 per 
cent 



Up and running... 
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BA gives an 


LEX COMMENT 


Following criticism at the 
annual meeting by Pensions 
Investment Research Consul- 
tants, the corporate gover- 
nance consul tan ts, the group 
is aiming to appoint two 
independent non-executive 
directors by June. 

Luke Johnson and Hugh 
Osmond, who helped to steer 
the group through Dotation 
in early 1993, have stepped 
down to non-executive roles 
in order to concentrate on 
their other business inter- 
ests. 


upbeat 

despite 

By Charts Grosser 


British Airways sounded an 
upbeat note yesterday, say- 
ing that trading conditions 
would remain favourable, 
despite reporting a fall In 
quarterly profits. 

The company was also 
hopeful that its plans to 
forge an alliance with Amer- 
ican Ai rlines will finally- get 
the go-ahead after more than 
a year of regulatory delay. 

Sir Colin Marshall, chair- 
man. said: "We continue to 
believe.it possible that full 
approval can be obtained on 
conditions which are in the 
long-term interests of British 
Airways". 

He spoke as the company 
unveiled a 29 per cent fall in 
pre-tax profits to £S0m 
(8134m) for the three months 
to December 31 1997. 

The main culprit was the 
strength of sterling, which 
hit profits to the tune of 
£42m- But there was also a 
surprising £32m charge for 
engine maintenance, the 
result of late invoicing from 
General Electric. 

Lower fuel prices benefited 
the company by some £39m. 
BA also sought to allay fears 
that its business would be 
hit by the Asian crisis and 
mounting tension in the 
Gulf. The main American 


note 

faH 


and European economies, 
where tbe company makes 
most of its money, “continue 
strong”, it said. 

Scheduled passenger rave 1 
nue rose 6.7 per cent to 
£ 1 . 8 bru- with an increase in 
mainline traffic of 2.9 per 
cent. Turnover for the quar- 
ter increased by 6.9 per cen t 
to £2.l5bn. 

Analysts were impressed, 
by the 2.3 per cent rise in 
yields, per passenger, but 
warned that, the company 
may be adding, too much 
capacity to its trans-AOantic 
routes. 

The company hopes to 
increase capacity by some 10 
per cent" next year. But Step- 
hen Clapham, analyst at 
Robert Fleming, said: “As a 
result of the Asian turmoil, 
the fear is that there is a 
displacement of aircraft and 
that capacity growth runs- in 
excess of demand growth." 

BA countered by saying 
that . buying aircraft was a 
“long-term issue" and that it 
could boast a good track' 
record in managing both its 
load factors (the percentage 
of seats occupied) and yield 

managumpnt 

Group operating expendi- 
ture rose nearly 10 per cent 
in the quarter to £2bn, in 
part because of increases in 
engine maintenance costs. 


It has long been a cry oTsmall high-tech companlest^t 
the tax system pots them at a disadvantage compared 
with brethren in larger groups. Tax losses 
established groups can be whisked away to offset profits 
elsewhere in the organisation, deriving the full value 
immediately. By contrast independent companies may 
take years to utilise their losses, substa nti a l ly eroding 
their value. They, also miss out on tbe cashflow advan- 
tages of tax credits just when they most need them. bt> 

would the government be right to .allow a select group of , 
high-tech companies to sell their tax losses to a restricted 
set of buyers? 

The danger is that in its laudable efforts to level the 
playing field, the government creates a new set of distor- 
tions. The worst oi these would be to pick, winners: to 
decide t h»* biotech companies, for example, deserve a tax 
break but electronics groups do not 

If the tax .system is deterring otherwise at tractive 
long-term investment, surely it should be reformed for all 
start-ups? And if. losses are to be sold on, why. limit the 
buyers to shareholders in the n a sc ent company rather 
than allowing it to maximise the proceeds via an open 

auction? -• 

This raises the nub of the issue: cost. If profitable 
companies are free to buy tax losses from start-ups, the 
government's tax take will falL That is all the more 
reason for thinking through any changes carefully rather 
than rushing in to a half-cooked reform. 


Storm claims 
hit Royal & 
Sun Alliance 
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Argos appoints 
chief executive 


By Robert Wright 

Argos, tbe catalogue retailer 
fighting a £l.6bn (S2.7bn) 
hostile bid from Great Uni- 
versal Stores, has appointed 
Stuart Rose, former chief 
executive of Burton Group's 
multiples chains, acting 
chief executive. 

Mr Rose, 48, one of retail- 
ing's highest profile figures 
currently without a job, will 
take the place of Mike 
Smith, who' Is seriously ilL 
at the head of tbe bid 
defence. 

The appointment attracted 
a mixture of praise and crit- 
icism from retail analysts. 


RESULTS 


One said she was pleased to 
see an appointment made to 
replace Mr Smith, but was 
disappointed at the choice of 
Mr Rose. Mr Rose attracted 
criticism for his lack of 
experience of catalogue 
retailing or home shopping, 
an area many analysts 
believe - Argos needs to 
enter. 

Mr Rose’s appointment 
appears to signal a determi- 
nation by ' Argos' ; to' fight 
GPS’s 570p dsharbbfcT. He • 
will be paid £320,000, plus a 
nan-pensionable supplement 
of £40,000. 

Argos’ shares fell 2p to | 

626p. ‘ 1 


By Jim Kefly ... 

Royal & Sun Alliance, the 
UK's biggest household 
insurer, said yesterday that 
the storms on Christmas 
Eve; which left thousands of 
people without heat over the 
, festive period, could cost it 
up to £52m ($87m) - signifi- 
cantly higher than initial 
estimates. 

Analysts said the company 
was clearly signalling its 
unhappiness with the mar- 
ket’s predictions and that as 
a result forecasts for 1997 
profits should be nudged 
downwards from £910m 
towards ESTOrn. 

Royal & Sun Alliance said 
the forecasts may have over- 
looked claims in the north. 
Ireland, Fiance and the 
Benelux countries, which - 
wee hit by the high winds . 
’that claimed six lives.- 
■ ■ Steveir 'Bird, insurance 
analyst at Merrill Lynch, 
believed Royal & Sim Alli- 
ance 'was “unhappy with the 
consensus figures’". ; He 
added jhat the market' had 


been concentrating on the 
January storms rather than 
those at Christmas. 

Royal & Sun Alliance said 
the claims had largely come 
from damaged homes and 
contents , factories and loss 
of goods kept in freezers. 

However, tbe cost of the 
storms is less damaging than 
the £233m the company 
freed after the hurricane of 
1987 and the £287m cost for 
the two storms of 1990. 
Claims for the January gales 
will relate to tbe insurer’s 
1998 figures. 

General Accident, the 
Perth-based insurer, has 
blamed global wanning for 
an increase in the frequency 
and severity of- galas and 
flooding: 

A recent, report from 
Munich Re. the world's big- 
gest reinsurer, said the num- 
ber of storms worldwide had 
risen threefold since the 
1960s. “That extreme atmo- 
spheric events accounted for 
such a large proportion of 
the losses is evidence of cli- 
mate change, ~iisaid. 
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P&O Nedlloyd acquires 
Blue Star Line for £60m 


By David BtackweO 

P&O Nedlloyd is paying 
£60m cash for Blue 

Star Line In a deal that 
marks the continuing consol- 
idation of the global con- 
tainer shipping industry. 

Blue Star, which is being 
sold by the privately-owned 
Vestey Group, was founded 
100 years ago to transport 
beef to the UK from tbe Ves- 
tey ranches in Argentina. 

The refrigerated line now 
mostly plies from Australia 
and New Zealand to North 
America and back - a route 
not covered by P&O Ned- 
lloyd. 

Tim Harris, chief execu- 
tive of P&O Nedlloyd, said 
the absorption of Blue Star’s 
niche business would lead to 


“substantial" cost savings. 
But the deal was not big 
enough to make tbe possible 
flotation of P&O Nedlloyd 
any more or less likely. 1 

P&O, which acquired Cun- 
ard Ellerman in 1991, formed 
the container joint venture 
with Nedlloyd of. the Nether-., 
lands in 1996. The. venture 
has more than 100 ships and 
turnover of's&sbn, compared, 
with Blue Star's 15 ships and 
turnover of $300m. 

Observers suggested th&t- 
P&O Nedlloyd could achieve 
annual savings of about 
£ 20 m as a dminis tration, ter-' ■ 
minal. agency and other 
operations were rationalised. 
Blue Star, which is margin- 
ally profitable, has 125 staff 
at sea, and 425 ashore. . 

The Vestey Group will 


conttouetEoperaie the. Star 
Reefers fleet of ^’ refriger- 
ated hampers. , which serve 
the world’s fruit -trade. jBtar 
Reefers^ ' which 7- carries 
mainly bananas. 3 is a- joint 
venture wfto Hamburg Sfid, 

. the GeriiiarL shipping group 
that yestmffayTeapressed^dis- 
appihxtmenfat^'frilure of 
-its own bidfoT Blue Star. " ' 

■ Sir John Gogins; - wtio. 
joined Vestey .from SheD tn 
1993 as chief executive, said 
Hamburgh SOd-hatT simply 
, been outbid .by ;P&0 Ned-. 
Ilpyd.- HeljaidtHe sale would 
mot affect Star-Tleefers-, 
which' was among the big- 
gest 2 ‘ 

The disposal leaves Vestey 
debt free ..three. . years after 
the collapse of Dewhiirst, its 
chain .of butchers, 


Pearson sells SES stake 


By John Gapper 

Pearson, the company that 
owns the Financial Times, 
has sold its 6.3 per cent 
stake in Soctete Europeerme 
des Satellites, the Luxem- 
bourg-based company that 
operates Astra satellites, for 
£l60m ($2ff7m). 

The sale of the stake - 
which values privately-held 
SES at £2-lbn since Pearson 
held a 7.6 per cent economic 
interest - is part of an effort 
by Pearson to sell minority 
stakes in a number of ven- 
tures. 

Pearson, which had net 
debt of £834m after last 
autumn’s 'acquisition of All 
American, the US television 


production company, will 
gain a net . El 37m from the 
sale. The book value of ha 
investment was £23nt 

Pearson still has 42 per 
cent of ' British Sky Broad- 
casting, the satellite televi- 
sion company, after selling 
part of its- stake in 1995:. 
However, it frees potential, 
tax liabilities from the sale 
of its BSkyB stake. 

The SES stake came .to 
Peareon with its £L00m pur- 
chase of Thames Television ' 
in 1993. Tbe holding, origi- 
nally bought by Thames for 
the equivalent of £1 3.5m; 
was sold- at a 17. per cent 
premium to toe last- trade, in- 

SES, . 

. . Paarson said tE 


the stake, to a -European 
., investment institution^ wlnrii- 
it did not name. -There has 
been' speculation that’ Ses 
' may.- join a number - df ccHpp- 
erativelyrowned satellite 
consortia in; seeking stock 

maikfit flqtatiohk-.r.r ■; 

Th'esale islikdytoreduce 
Pear^’s--atomaP^rterest 
. charges ‘by about2£i6m_ it 
said that following fife- tole • 
it 7 could not- provide: aTfi^nre 
for. its gearing -.sridSi-was': 
469, per cent 
American, acquiritim;E : F 
Separately, Pearson8 is 
thopefif. UkeTv -to-;ltafe:-an : 

' interest in theiate seVwcal^ 
divisfoiB ^Shnon SsSifitto I 
ter, the'jpal44^ groim. by - 
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This Portuguese island-haven attracts large-scale EU funding, 
but other investors are also taking note. Peter Wise reports 

Focus on future ambitions 


Population 

SS3.000 

Status 

Autonomous region ol Portugal 

Language 

Portuguese 

Currency 

Portuguese escudo 

Loeaaon 978Km southwest ol Lisbon, €00 km west ot Morocco 

Regional president 

Alberta Joao Jardim 

Ruling party 

Social Democratic party (oeiure ngtn) 

. GOP 

£s2 58.69 bn 

Growth rate (1995? 

3.4% 

Regional debt (end tskj 

Es129.97bn 

Unempto>7nerjj in) 19S$) 

52% 

- Inflation ti9S5> 

4.4% 
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On the terraces of Eve-star 
hotels and the decks', of 
ocean liners, affluent tour- 
ists in Madeira- will be rais- 
ing their glasses to the new 
millennium at an extrava- 
gant staging of the island’s 
traditional New Year's cele- 
brations that is expected to 
fill every hotel bed in the 
region for the whole of 
December 1999. 

As the fireworks fade from 
the sky over Funchal Bay, 
Madeira's less . prosperous 
inhabitants will be able to 
look back on a period of radi- 
cal change that, in the last 
two decades alone, has lifted 
the Portuguese island out of 
poverty and stagnation. But- 
within the European Union, 
Madeira remains cme of the 
least developed regions in 
one of the poorest countries. 

Looking into the new cen- 
tury. some of the 250,000 
islanders may wonder how 
Madeira can reconcile the 
growing aspirations of its 
well educated youth with the 
limited potential of the cot- 
tage industries, hotel-keep- : 
ing and winemaking : that, 
have been mainstays of the 
region , to. two, -.hundred 
years. 


..--•sV;'- 


“Finding employment for 
our growing number of uni- 
versity leavers is the biggest 
challenge Madeira will face 
in the 2lst century,?* says 
Alberto Jo&o Jardim, presi- 
dent of the regional govern- 
ment since 3978. “The qual- 
ity of life in Madeira is so 
good they all want to stay. 
But I have no jobs for them.” 
. The year 2000 marks an 
important turning point for 
Madeira, a territory whose 
location only 600km off the 
North African coast has 
blessed it with a. warm, sub- 
tropical climate but faw «fcn 
left it isolated on the far 
western edge of Europe. 

In two years. Madeira's 
ambitious ; programme of 
road building will be largely- 
completed. Over two 
decades, l50kms . of new 
highways have been carved 
through the volcanic moun- 
tains of an island that is 
only Slims long and ssfrmK 
across..- : ... 

Besides improving travel, 
infrastructure building has 
become a vital source of 
both employment - helping 
to keep the jobless rate down 
to about 5 .per cent - and 
economic . -growth, which 


reached more than 6 per 
cent last year. It will be a 
long time before Madeira 
runs out of infrastructure 
projects - after roads, says 
Paulo Fontes. the finance 
secretary, the focus will shift 
to water and sewerage 
systems - but the island 
cannot count indefinitely on 
construction absorbing 22 
per cent of the workforce. 

In 2000. the current six- 
year EU aid programme for 
Madeira, an indispensable 
source of the region's devel- 
opment, will have, come to 
an end. Between 1994 and 
1999. Brussels will have 
channelled more than 
Es250bn ($1.4bn) in struc- 
tural funds to the island, 
about three times the 
amount of aid per capita 
received by mainland Portu- 
gal. As the EU begins 
expanding eastwards and 
pressure increases for more 
money to be spent on job 
creation In northern Euro- 
pean economies. Madeira 
will need reassuring that the 
funds will continue to flow. 

Mr Jardim. who plans to 
stand down in 2000 after six 
terms in office, offers com-, 
fort “Madeira has been forti- 


fied against the risks of the 
future.'’ he promises. 

The biggest guarantee, he 
believes, was the ratification 
last year of the Amsterdam 
Treaty on the future of the 
EU, which includes a clause 
that formally confers on 
Madeira - and Eve other 
sman territories - the per- 
manent status of “ultra-pe- 
ripheral" regions of the Com- 
munity. This ensures the 
island will go on receiving 
exceptional treatment in 
terms of subsidies, grants 
and incentives to help offset 
the disadvantage of insular- 
ity. 

One of the most important 
consequences of this was 
underlined by Jo&o Deus de 
Pinheiro, Portugal’s EU 
Commissioner, during a 
recent visit to Funchal. 
Madeira need fear no reduc- 
tion in the aid it has been 
receiving, be told business- 
men. In fact, it could proba- 
bly expect to get more. 

. This Is welcome news for 
Madeira. But It is also a 
reflection of bow backward 
the region remains. Under 
the new regional, rather 
than national, criteria for 
EU structural funds after 
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The aim of Madeira"; ; \ 

?■ y. 

’ scUmce park, is tti combats 
: the gloomy prospects, . .. 
artists; creativity BeingleS:'; 
/behind in a beatBcn^rush V 
izifp tie inibrma±ion;age.::.-‘ 
“If thediyide between 
'technology and art is 
; aDpw^d tn deepewwe will' 
fihdbmseZvesaocessing:..: 
imimterable sources of- •. 

pntprtainm ant and - 

information for all sorts of ;■ 
sophisticated ways only to , v 
find they, rib' worthwhile qr - 
imaginative content,” says-. 
Pedro Ventura, chair m a n of,, 
the Tecnopolo. “Our aim is- 
to make Madeira a pflot ! '- 
region for creativity in - ■ 

digital soriety.” . V-A ij 
.. . Bridging tfae'.gap- between;, 
art and technology is only: , 
one of. the objectives of the 
Tecnopolo,. an ambitious v 
new development, at the ; ■ . 
centre of a. wider scientific 
initiative. The overall. aim is 
to equip Madeira with ■ 
scientific, technological and 
research specialities as a , . 
source of employment for 
the island’s young people. ; 
who are eDteringihe job . - 
market' with increasingly • .. 
higher levels of skills and 
education. 

“We are preparing 
Madeira seQ intelligence 
instead of bananas” says ■ • 

AJbertp Joio Jardim. the \ 
preadent of the regional . 

government . ■— • 

The Teojopolo bills IteRtf 
as one of the world's first • • 
free science parks -freeln 
the.sense that it benefits 

from tbe same tax 

advantages as Madeira’s . 

International Business 
Centre (IBC), including 
zero-rate corporate tax. . 

Strong links between the 
twoare envisaged, with 
companies running theft- 

manufacturing plants in the 
ffitys industrial free zone 

and their research and 
development units in the- , 
Tecnbpolo- “The Mg - - - 
challenged to. get the :p ; 
Teciiop^o.toworktt^Btbe r 

with IBC,”. saykRfcHard . , 
Bland?, a businessman.- - 
pftms thatset dp operations 



Environmental science and new media are key areas for 
de retop moni atthepark - . ow*> 


ftrtbe-parfc also quality for 

• the irighest levels of . 
European Union divestment 
incentives. - 

. Sharing a 46ha site with 
the Tecnopolo On the 
outskirts of Funchal*' fa the ^ 
Business innovation Centre, 
an “incubator? providtog • 
support fiff-technnlogically- 
oriented companies, and 
Madeira's International Fair * 
and Congress centre, with 
two large auditoriums and 
aagxhibitKH) hall. The 
- univ ersity campus and - 

several scientific and 
. cultural institutes also form 
part of the complex. . 

' By the time the overall 

development -is completed, 
morethanEs20baof . 

• mainly EUrftuads; win have 

beeh inyested in a prefect 
tlmt has. wpn almost 
unanimous approval in 

Madetre as a means of - - 


ushering the island’s . 

■ economy into the next •• / 
century. 

- - No one is harbouring any . 
illusions that the .Tectropolo 
will tnm Madeira overnight 
into a world leader in . 
research ortechuology.but 
as Mr Jodo Jardim says, 
“intelligence is one of the •- 
few natural resources 
Madeira is blessed with, mid 
we have to make the most 
of it.” . 

“The.rral challenge ties 

ahead,” says one economist 
who was involved in setting 
upthe complex. “Investing 
ft tile infrastructure was . 

. the easy parti Making the 
Tecnopqlo a tangible 
success will require a. great 
. deal u£ imagination,.' ■ . 
innovation and, leadership. 1 ' 

, Mr. Ventura, believes I- 
■_ Madera has the scientific - 
tradition and the right 


conditions to make a good 
start. He points out that the 
explorer Christopher • • 

, Columbus, who married the 
daughter of the Erst 
governor of Porto Santo, 
used Madeira as a base to 
study the oceans before . 
setting out ft search of the. - 
New World. • 

7 Marine and 

environmental sciences are 
one of three areas in which 
the Tecnopolo specialises, 
taking advantage of a . 
natural habitant 
particularly suited to the 
study of deep-water species. 
Among other projects. 
Russian scientists were 
recently ft Madeira to study 
the potential' of a local 
sponge for developing 
medical treatments. ■ . 

Another area of • 
specialisation is 
telecommunication and 
information systems. 

. Madeira is a hub for - 
transatlantic..-'.- 
telecommani cations, both . 
optic fibre-cable and 
satellite systems, and also 
has 18,000 homes linked to a 
cable TV system equipped 
for interactive use. This 
makes the island an ideal 
laboratory for developing 
new media technologies and 
products, says Raul Caires, 
chairman of the Business 
Innovation Centre, where 15 
companies from a wide 
range of sectors have set up 
since it opened in January 
this year. ; 

As part of the 
Internationa] Academy for 
Art-and Technology 
network, the Tecnopolo also 
believes it can grow into an 
important centre for 
creating, developing and 
producing new media 
products, with an emphasis 
on artistic and imaginative 
merit. ■ 

Astronomers consider 
. Madeira one of the four best 
places ft the world to 
observe the heavens, 
together with the Canary 
Islands , Chile and Hawaii 

To help build astronomy 
into one of the Tecnopolo's 
main areas of expertise, an 
Observatory is to be built ft 
tiie complex by Portugal’s 
National Institute of 
Astronomy. For a small 
island, Madeira clearly 
believes In setting its sights 
high as possible. 

Peter Wise 


2000, the Lisbon area, for 
example, may no longer 
qualify for aid. as GDP per 
capita will be above 75 per 
cent of the Community aver- 
age. Since 1976, GDP per cap- 
ita in Madeira has been 
lifted from 40 to almost 70 
per cent of that in mainland 
Portugal. But this impres- 
sive improvement still 
leaves the region with less 
than half the EU average, up 
from 24 per cent in 1976. 

A second series of guaran- 
tees has been provided by 
the Socialist government in 
Lisbon. For the Erst time 
since the island was made 
an autonomous region of 
Portugal in. 1978, a law was 
approved last year establish- 
ing a fixed level of financial 
transfers to the region from 
the central government bud- 
get This relieves Madeira of 
the uncertainty of having to 
negotiate the amount every 
year. In 1998, transfers from 
Lisbon and Brussels will 
each account for about 15 
per cent of budgeted spend- 
ing by the regional govern- 
ment. 

A revision of Portugal’s 
constitution in 1997 also con- 
fers on Madeira the right to 


adjust national taxes and 
other legislation to its spe- 
cific needs. Of more immedi- 
ate impact was a decision by 
the central government to 
absorb EsllObn. 60 per cent 
of Madeira's public debt by 
the end of next year. This 
provides a “second wind" to 
raise capital for more infra- 
structure building. 

Implicit in Madeira’s ultra- 
peripheral status, officials 
believe, is a commitment by 
the EU not only tO maintain 
the special tax privileges, 
including a zero-rate corpo- 
rate tax. enjoyed by the 
island's International Busi- 
ness Centre, but also to 
extend the benefits beyond 
the current deadline of 2011. 

The IBC has licensed close 
to 3.000 service, financial 
and manufacturing compa- 
nies since it opened in 1988 
as an alternative source of 
jobs to Madeira’s traditional 
cottages industries. Embroi- 
dery and basket-weaving 
still account for more than 
half the island’s jobs ft man- 
ufacturing but are under 
threat from cheaper prod- 
ucts made outside the EU. 

Tourism, which makes the 
biggest contribution to the 


economy, will also receive a 
boost in 2000, when a $500m 
extension to the runway of 
Funchal airport is com- 
pleted. This will help open 
new markets, particularly in 
the US. Canada and Latin 
America, by enabling bigger 
aircraft from further afield 
to reach Madeira and by low- 
ering travel costs. 

But travel costs for 
Madeira residents, already 
reduced to about 70 per cent 
of the normal tariff by gov- 
ernment grams, need to be 
cut even further “as a mat- 
ter of human rights”, says 
Mr Jardim. He believes a cit- 
izen of Madeira should be 
able to Ey to Lisbon as 
cheaply as any other resi- 
dent of a EU country can 
travel from an outlying 
region to the capital. “Other- 
wise. we will be living in a 
prison,” he says. 

Businessmen say not only 
EU subsidies but more com- 
petition on the Lisbon-Fun- 
chal air route, currently a 
TAP-Air Portupl monopoly, 
and in shipping and port 
operations, is needed to 
lower passenger and freight 
costs. 

Despite the runway exten- 


v Bogto 
Source- negtomJ noremmenr 

sion, Madeira's tourism faces 
natural limits. To ensure a 
balance between develop- 
ment and the quality of life 
on which the sector depends, 
the regional government has 
determined that the number 
of hotel beds should never 
grow beyond 28,000, from a 
current level of 18,500. This 
limitation is seen as a guar- 
antee that the Madeira will 
continue to cater to affluent, 
mature visitors, a tradition 
begun in the 18th century 
when the island became a 
winter haven and health 
retreat for Europe's upper 
classes. 

To help prepare the econ- 
omy for the next millen- 
nium, Madeira has opened a 
new science and technology 
park, the Tecnopolo. Its 
research areas include, 
marine biology, environmen- 
tal sciences, information 
technology and astronomy. 
According to astronomers, 
the island is one of the four 
best places ft the world to 
observe the heavens. The 
people of Madeira may still 
be a good deal poorer than 
most of their fellow Euro- 
peans. but some, at least, are 
gazing at the stars. 






Europe* Perfect Perch for Global bum 


If you want to do business in 
Europe, don't let our location fool you. 
Madeira is a region of Portugal and the 
people of Madeira have a passion for 
international business that dates back 
centuries. Its this passion for quality ser- 
vice and cast-efficient operations that is 
making Madeira's new international 
business centre such a success. 


Here you'll find over 2.700 
companies in financial services, 
international services and ship- 
ping, as weli as in manufactur- 
ing for Europe and the world 



within an industrial free trade zone. And 
the advantages are nothing but special. 

So get a new vantage point on Europe 
from its perfect perch for global business. 

Come to Madeira. 

Madeira 

Where Global Biuine<*d 
Ufa Way of Life 

Rua da Mourarfa, NoB-1*, P.o. Box 4164 
9052 FUNCHAL CODEX-MADE1RA-PORTUGAL 
Tel: (351-91) 201333 Fax: (351-91) 201399 


For information on Madeira and how we can help your business, write or fax us at our address. 
You can find us on the Internet at httpV/www.sdm ad eira.pt/ E-mail sdm@sdm.pt 
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THE ECONOMY • by Peter Wise 


In search of a new driving force 


Madeira's task is 
to keep pace with 
its own success 
after 20 years of 
sustained growth 

Almost every kilometre of 
road in Madeira is a feat of 
civil engineering that has 
been tunnelled though a 
mountain, stretched across a 
chasm or carved into a cliff 
face. Each kilometre also 
costs at least five times as 
much to build as its equiva- 
lent in m ainlan d Portugal. 

Despite the obstacles. 
Madeira has built close to 
150kms of new highways 
over the past 20 years, leav- 
ing the island “as perforated 
as Gray ere cheese", in the 
words of one businessman, 
and lifting annual cement 
consumption to 1.405 kilos 
per capita, the highest in the 
European Union and more 
than double the EU average. 

For a community that has 
shed so much sweat and 
tears - and spent large sums 
of EU funds - to build a 


modem road network, it is 
clearly g?Hing when politi- 
cians from the mainland ask 
sardonically - as one is 
famously reported to have 
done - where, on such a 
small island, can so many 
roads possibly lead to and 
why are the Madeirans in 
such a hurry to get there? 

Drivers, who could in the 
past count up to six bends 
per kilometre on the old 
roads, were dismissive to say 
the least But a bigger ques- 
tion that needs to be 
addressed is: where will 
Madeira's economy go after 
the regional government's 
ambitious programme of 
basic infrastructure building 
ends in 20007 

“Public investment in 
infrastructure has been tfa ft 
driving force behind the 
economy for the past two 
decades, keeping unemploy- 
ment low and ensuring 
social stability." says Rui 
Jervis, general secretary of 
the Madeira Chamber of 
Commerce. "The challenge 
now is to create jobs for a 
younger generation who. 
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because of the island's devel- 
opment, are more skilled and 
better educated than their 
parents.” 

Public works and con- 
struction have grown to 
account Tor about 12 per cent 
of Madeira's economy today 
from only 5 per cent in 1976. 
helping to cut the unemploy- 
ment rate by half to 5 per 
cent and virtually halting 
the previously high rate of 
emigration by unskilled 
workers to Venezuela, Brazil 
and South Africa. As work 
on the road network and 
extending the airport run- 
way nears completion, the 
island is having to import 
labourers from the main- 
land. 

No one expects the 
regional government to run 
out of ideas for new infra- 
structures while so much 
remains to be done. Paulo 
Fontes. the finance secre- 
tary. says that from 2000 the 
focus of public works will 
begin to shift from transport 
to water and sewerage 
systems, technological facili- 
ties and environmental pro- 
tection. Madeira' special sta- 
tus as an ultra peripheral 
region of the European 
Union should also ensure 
that the flow of EU develop- 
ment funds remain* close to 
the present level, about 
Es 150.000 ($830) per capita a 
year - three times the level 
for mainland Portugal 



European Union funding has transformed the island in 20 years 


Madeira's biggest diffi- 
culty will be keeping pace 
with its own success. Over 
the past 20 years, the illiter- 
acy rate has fallen from 40 to 
10 per cent of the population, 
the number of secondary 
schools has grown from 2 to 
13 and almost 2,000 students 
from Madeira graduate from 
university each year - many 
at the island's own campus - 
compared with fewer than 10 
in 1976. Most want to stay in 
Madeira. “My big problem," 
says Alberto Joflo Jar-dim. 


president of the regional 
government, “is finding 
them jobs." 

More than 40,000 jobs have 
been created in Madeira over 
the past two decades. But 
according to Anthony Miles, 
chairman of the Empresa de 
Cervejas da Madeira.- the 
island’s brewery company, 
and president of the Cham- 
ber of Commerce, finding 
work has become increas- 
ingly difficult for first-time 
job seekers, particularly the 
better qualified. David Cald- 


eira, a tourism entrepreneur 
and until recently, a ■ deputy 
for the opposition Socialist 
Party, says unemployment is 
also higher for women 
because of the importance of 
the construction section in 
providing jobs. 

Tourism is the only tradi- 
tional sector of the Madeira 
economy that is- expanding- 
It is estimated to account for 
about 20 per cent of gross 
regional product and 10 per 
cent of employment But the 
nature of the island and a 


general consensus on m a in - 
. tain trig quality win restrain 
the growth of the industry 
from about I8J50Q hotel beds 
today to a maximum of 
28.000 in the foreseeable 
future - and jobs in tourfsm 
will not increase 1 in the same 
proportion.: . - 
The International Business 
Centre (IBO, using tax 
incentives to attract finan- 
dal, service and .manufactur- 
ing has created 

about 2,000 new -icbs . to the 
decade of its existence. But 
even with a new law drafted 
by Mr Caldeira. which he 
says from 1999 will reqoire 
credit institutions to create, 
local jobs in relation to their 
size, the IBC's contribution 
to the labour market will 
remain relatively s m a ll. - 
Farming and fishing, 
which in 1976 occupied 20 
per cent of the island's work- 
force. now provides jobs for 
only 12 per cent and the 
regional government aims to 
tower this amount to . eight 
per cent. Manufacturing, 
apart from about 1.000 jobs 
created In the industrial free 
trade zone, is largely limited 
to supplying the local mar- 
ket, and has declined from 
representing almost 40. per 
cent of employment a decade 
ago to about 28 per cent, 
while the service sector, has 
climbed to account for 60 per 
«»nt of jobs, up from 41 per 
cent only ten years ago. 


As public works and con- 
struction begin to diminish 
In importance,. .Madeira is 
placing its hopes in adding a 
technological, scientific and 
environmental dimension to 
the service sector. The 
Madeira Tecndpolo. a sci- 
ence and technology park at 
the centre of an ambitious 
new complex that includes a 
conference centre, a busi- 
ness innovation service and 
a university campus, is 
.designed to attract Invest- 
ment in marine sciences, bio- 
technology, telecommunica- 
tions, software development 
and other areas for which 
Madeira believe it : has a 
vocation. 

“The Tecnopolo is a prom- 
ising development that can 
help equip young people 
with the skills that wilL be in 
demand in the next cen- 
tury." says Richard Bkrndy. 
chairman of Blandy 
Brothers, one of the island's 
leading business groups. 
“We have to approach the 
challenge of creating jobs 
: from every possible angle." 

' Mr Jodo Jardim says he 
has no Utopian illusions 
about the extent to which 
Madeira can .become an 
international scientific cen- 
tre. but says he is deter- 
mined to seize every oppor- 
tunity for development, no 
matter how difficult. "We 
cannot dream," he says. "We 
have to fight." 
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The industrial free trade zone of the IBC has attracted over 40 companies to date 

INTERNATIONAL BUSINESS CENTRE • by Peter Wise 
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A well-regulated 
environment will 
attract credible 
investors to the 
centre 

In the debate over tax 
harmonisation, fast becom- 
ing one of the most contro- 
versial issues within the 
European Union, Madeira 
can expect to be held up as 
an example by both oppo- 
nents and supporters of spe- 
cial tax privileges for spe- 
cific regions or countries. 

Some will view the zero- 
rate corporate tax, withhold- 
ing tax exemptions and 
other benefits offered by the 
island's International Busi- 
ness Centre fiBC) as a bla- 
tant case of “fiscal dumping" 


or “tax poaching". Others 
will see them as an encour- 
aging example of how spe- 
cial fiscal regimes can help 
stimulate the development of 
backward regions. 

Francisco Costa, chairman 
of the Madeira Development 
Company (SDMl. which runs 
the IBC, is, not surprisingly, 
a firm believer in using tax 
benefits to attract invest- 
ment “Studies of peripheral 
regions in the European 
Union show that develop- 
ment grants alone are sim- 
ply not enough to overcome 
the disadvantages of insular- 
ity." he says. 

Mr Costa conceived the 
idea for the IBC in the mid 
1970s with a group of other 
Madeiran businessman who 
saw an opportunity for 
developing a region with few 
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natural resources and lim- 
ited scope for industry, but 
also possessing an attractive 
environment and a long tra- 
dition of providing services 
in the tourism sector. After a 
long gestation period of 
protracted negotiations with 
regional, national and EU 
officials, the centre began 
issuing Licences in 1988. 

A decade later, Mr Costa’s 
ambitions for development 
appear to have been at least 
partially borne out. More 
than 2.700 companies have 
set up in the IBC - with 
almost two new companies a 
day being licensed in 1997. 
This has led to the creation 
of about L500 jobs directly, 
excluding the crews of the 
117 vessels registered with 
Mar, the centre's tax-advan- 
tageous shipping register. 
Several hundred more jobs 
are estimated to have been 
created indirectly. 

Bart de Roode, a Dutch 
businessman who runs the 
Fashion Factory, the biggest 
company in the Industrial 
free trade zone of the IBC. 
says the exemption from cor- 
porate tax is crucial to keep- 
ing the prices of the knit- 
wear, trousers and other 
garments he exports to 
Europe competitive. He has 
also benefited from training 
grants for the 220 mainly 
female workers he employs 
as well as other incentives. 

But the 1,000 or so jobs 
created by the 41 manufac- 
turing companies operating 
in the free trade zone are 
likely to be too few to draw 
the wrath of proponents of 
greater EU tax harmonisa- 
tion, mainly officials in Ger- 
many, France and Belgium, 
who have accused countries 
such as Ireland of "job 
poaching" by using special 
tax privileges to lure big 
investments. None of the 


manufacturing companies 
that have set up in Madeira 
could be described as a 
household name. 

So much the worse, says 
David Caldeira. a Madeira 
businessman and former 
Socialist Party deputy, who 
believes the IBC should be 
more aggressive in its 
approach and offer even big- 
ger benefits to attract at 
least one well-known multi- 
national to invest in Madeira 
and promote the industrial 
zone. “All it takes is one big 
name. Many other compa- 
nies would follow," he says. 

By far the biggest and 
most successful sector of the 
IBC is international services 
division, which has attracted 
2,530 companies to date. A 
further 44 have set up in the 
financial centre. Mr Caldeira 
believes that a large propor- 
tion of service companies 
"only exist on paper" and 
provide little benefit for the 
island's economy, particu- 
larly jobs, in return for the 
tax advantages they receive. 

So strongly does he believe 
this that he drafted a law, 
recently approved, stating 
that from 1999 Madeira will 
require credit institutions in 
the IBC to create jobs in pro- 
portion to the nature, vol- 
ume and complexity of their 
operation. “It is better to 
have fewer companies who 
are prepared to create jobs 
than a large number who are 
not prepared to give any- 
thing back to Madeira." he 
says. 

Mr Costa would be the 
first to agree on the Issue of 
reputable companies. “Our 
whole emphasis is on provid- 
ing a well-regulated environ- 
ment for investors who want 
to set up sound, solid, 
respectable operations that 
are well regarded both 
within the European Union 


and world- wide," he says. 
"Companies that want a sim- 
ple offshore, deregulated 
environment will probably 
look elsewhere.” 

“Madeira is the equivalent 
of the tax planning centres 
in Belgium, Dublin. Luxem- 
bourg and the Netherlands 
in terms of reliability, effi- 
ciency and compliance with 
EU directives and regula- 
tions," he says. "But ■ we 
believe we have developed 
important advantages that 
make the IBC more competi- 
tive than these locations in a 
number of areas." 

And in banking, if not in 
manufacturing, the IBC can 
certainly claim some house- 
hold names to its credit. 
Banco de Boston Latino 
Americano, part of the Bank- 
Boston group of the US, was 
first bank to set up its head- 
quarters in the centra S6r- 
gio da Costa, a director, says 
the island's fiscal incentives 
enable the bank to offer com- 
petitive rates. "Madeira pro- 
vides the solidity and credi- 
bility that is not available in 
tax havens or fiscal para- 
dises,” he. says.. 

IMI Bank, of Italian origin, 
has transferred its headquar- 
ters to Madeira from the 
Cayman Islands and other 
new banks are in the process 
setting up in the IBC. 

“The advantages of sound- 
ness and respectability are 
reflected in the type of com- 
panies that Madeira 
attracts." says David Fiske 
de Gouveia, managing direc- 
tor of Madeira Management 
Companhia Lda, which pro- 
vides management services. 
"Well-known groups are set- 
ting up companies here as 
part of their world-wide net- 
works. The IBC enables 
them to enhance their over- 
all tax-planning on a cost-ef- 
fective basis." 
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TOURISM • by Peter Wise 


to soil 


uality over quantity 


Madeira’s future 
investment 
remains designed 
to attract the 
well-to-do . 


Landing airplanes In 
Madeira, where Funchal air- 
port Is perched near the foot 
of a mountain on a rocky 
escarpment above the sea, 
will become less exciting 
once a 500-metre extension 
and realignment of the run- 
way is completed in July 
2000. 

The $500m project to 
extend the runway out over 
the sea on massive stilts will 
make touching down a. more 
mundane experience. But it 
is the enhanced capacity for 
take-off that will have the 
biggest impact on tourism. 

Because the runway is cur- 
rently too short, bigger air- 
planes. such Boeing 757s or 
Airbus 310s. have to take off 
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with io to 15 per cent of 
their fuel tanks, passenger 
seats and cargo holds empty/ 
This both increases costs 
and makes refuelling stops 
necessary to reach destina- 
tions as near as Scandinavia, 
a region which accounts for. 
11 per cent of visitors to 
Madeira. 

After the runway is 
lengthened, tour operators 
will be able to bring in 10 to 
15 per cent more passengers 
at no extra cost According 
to David Caldeira, a busi- 
nessman whose interests 
include holdings in the Eden 
Mar and Cliff Bay hotels, 
this will require Madeira to 
enlarge its hotel capacity by 
2£00 beds. 

This is in keeping with 
plans for growth of about 4-5 
per cent a year, from 18.500 
beds currently, to a maxi- 
mum of 28,000. “Ihe crucial 
criteria is to balance devel- 
opment with protection of 
the . natural environment,” 
says Jo3o Carlos Abreu, 
'tourism and culture secre- 
tary in the regional govern- 
ment 

A consensus exists among 
hoteliers, tour operators and 
government that an accent 
on quality is the best and 
possibly the only feasible, 
strategy for tourism in 
Madeira. They want to main- 
tain the predominance of 
five- and four-star accommo- 
dation, which accounts for 
about 60 per cent of the 
island's lodgings. 

“Our aim is not so much 
growth in the size but 
growth in incomer says 
Concelpfio Estudante, the 
regional director of tourism. 





An accent on quafity is the most feasible way to attract tourists 


“By increasing occupancy 
rates, the number of days 
visitors stay and the amount 
they spend, we can improve 
the contribution of tourism 
to the economy without 
fhr eat»ntng the environment 
on which the sector 
depends." 

After a strong year in 
which total hotel income 
rose 11.8 per cent in 1&6 to 
Eslfl.6bn. earnings growth is 
expected to come out at 
below 2 per cent in 1997. Last 
year almost 600,000 tourists 


spent a total of about 4.5m 
nights in Madeira, an aver- 
age stay of more than seven 
nights per visit. This repre- 
sents an average occupancy’ 
rate of 62 per cent 
In volume terms, Madeira 
is tiny in comparison with 
some other European desti- 
nations such as the Canary 
Islands, which has about 
400,000 beds, more than 20 
times the number in 
Madeira. But the island has 
neither the capacity nor the 
will to attract mass tourism. 


Natural barriers tend to 
filter out younger, less-afflu- 
ent holidaymakers, strength- 
ening Madeira’s vocation as 
resort for the older, 
well-to-do tourist. The first is 
the cost involved in getting 
there. The second Is the lack 
of beaches. Porto Santo, a 
smaller island 15 minutes 
away by airplane, has 7km 
of golden sand but only 
about 1.000 hotel beds; 
Madeira itself has no sandy 
beaches. 

Since tbe British aristoc- 
racy began visiting Madeira 
as a winter haven in the 18th 
century, the island has 
always been more attractive 
to affluent, middle-aged visi- 
tors seeking old-world ele- 
gance and botanical delights 
than to youngsters who 
want to swim and dance. 

The delicate balance 
between the natural environ- 
ment - a sub-tropical mix of 
lush vegetation, mountain 
peaks and water torrents - 
can best be preserved if the 
sector grows mainly through 
diversification, says Ms 
Estudante. 

An increase in the number 
of tourists from Germany, 
now Madeira’s main market 
accounting for almost 30 per 
cent of visitors, has stimu- 
lated the building of more 


lodgings outside Funchal, 
where 73 per cent of the 
island's hotel beds are 
located, as well as an 
increased offer of outdoor 
activities. New roads are 
helping to accelerate this 
process. 

Scandinavians and Ger- 
mans appear to enjoy getting 
out of the capital for moun- 
tain walks, bicycling and 
fishing more than the Brit- 
ish, who were in the major- 
ity until the be ginning of the 
1990s but now account for 
about 24 per cent of visitors. 

Investment in new hotels 
has been encouraged by a 
sharp fall in interest rates. 
Mr Caldeira says interest 
payments on capital raised 
for a Es-Lobn investment in 
the five-star Cliff Bay Hotel 
have fallen from Es250m two 
years ago to less than 
EslOOm this year. The same 
group, which includes 
Blandy Brothers, is now 
investing about Esl.Sbn in a 
172-bed hotel overlooking the 
sea in the old town of Fun- 
chal, due to open in less 
than three years. 

The airport extension, 
enabling longer-haul flights 
to reach Madeira, will help 
diversify tourism markets. 
Madeira is now to be mar- 
keted in the US. Canada, and 


Tourists 
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among second and third gen- 
eration emigrants In Latin 
America and South Africa. 

Before that, the launch of 
a single European currency 
will have an even bigger 
impact. Madeira will lose 
any competitive advantages 
it has gained from fluctua- 
tions in the relative value of 
the escudo to other Euro- 
pean currencies and face the 
possibility of competing des- 
tinations outside the euro 


zone, such as Morocco or the 
Caribbean, being able to 
offer even lower prices 
through devaluation. 

Price comparisons within 
Europe will also become 
immediate and transparent. 
“I think people will be 
shocked and surprised by 
the very direct impact on 
margins the euro is very 
quickly going to have,” says 
Richard Blandy. chairman of 
Blandy Brothers. 
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Do you think that 
in duch a Paradise anyone id going 
to didturb you with tacced? 


In our days, there are not many places in the world offering you so many tax 
benefits. Madeira is one of* those places. Due to its privileged geographic 
position. Madeira is surrounded by potential investors. And to improve such 
a perfect scenery, Banco Espfrito Santo is able to offer you all its financial 
expertise for your investments. For more information, please contact us. 


BANCO ESPIR1TO SANTO 
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INTERNATIONAL CAPITAL MARKETS 


Prices drift down in quiet trading 


GOVERNMENT BONDS 


By Vincent Boland 

in London and 

John La hate in New York 


Government bond markets 
ended slightly lower in very 

quiet trading yesterday 
ahead of US Treasury auc- 
tions and a strong flow of 

UK data this week. 

The call by 155 German 

economics professors to 

delay European economic 
and monetary union 
received widespread public- 
ity. but failed to move Euro- 
pean markets. which 
remained range-bound. 

GERMAN BUNDS set the 
tone, posting modest losses 
with little activity in either 
the cash or futures markets. 
"There is a lack of interest 
from German domestic 
investors at the moment," 
said Heinz Gunasekera. at 


UBS. “We have seen some 
bearish trades but people 
still expect the market to go 
higher, though not at the 
same tempo. It needs the US 
market to make a break for- 
ward." 

The yield on 10-year bunds 
has flirted with 5 per cent 
recently but has failed to 
break below it. and analysts 
say that until it tests that 
level again the bund rally 
will not resume. The 10-year 
yield now stands at about 5.1 
per cent, and may rise before 
any further downward pres- 
sure resumes, they said. 

The March bund future 
settled in London 0.08 lower 
at 106.30. with just 66,000 
contracts traded on Liffe and 
88.000 in Frankfurt. 

UK GILTS drifted ahead of 
today's release of the retail 
price index, with Investors 
also awaiting tomorrow's 
publication of the Bank of 


England's quarterly inflation 
report and data on earnings 
and the labour market. 

However, the data flow got 
off to a good start yesterday 
with producer prices show- 
ing no signs of inflationary 
pressures. The March gilt 
future settled ^ lower at 
122',i. but investors stuck to 
the sidelines with just 25.000 
contracts traded. The cash 
market was also quiet. 

Analysts said this week's 
data could confirm the view 
that interest rates have 
peaked and that the econ- 
omy is set to slow over the 
coming months. 

“Against this backdrop, 
the outlook for the short end 

of the market cer tainl y looks 
brighter than it did earlier 
last month and the degree of 
curve inversion is unlikely 
to return to recent highs,” 
said Philip Tyson, gilt strate- 
gist at HSBC Markets. 


Other European markets 
were subdued. ITALIAN 
BTPs, which have been edgy 
over European monetary 
union recently, retreated, 
with the March future set- 
tling 0.12 lower at 127.30. But 
they also remained range- 
bound. and underlying senti- 
ment was ge neral ly positive. 

US TREASURIES weak- 
ened in slow early trading. 
At midday the benchmark 
30-year Treasury bond was 
down ft to 102 ?j. sending the 
yield up to 5.933 per cent 

Shorter-term issues were 
also mostly lower, with the 
two-year note off & to 99|g, 
yielding 5.391 per cent and 
the 10-year note down & to 
lCGg, yielding 5.640 per cent 
The Federal Funds rate was 
5.43 per cent 

Adding to the market's 
calm tone was the lack of 
important economic releases 
yesterday. Figures on pro- 


ductivity, retail sales and 
business inventories will be 
published later in the week. 

The Treasury will auction 
three-year notes today, with 
10-year and 30-year issues 
being sold later in the week. 

Alan Greenspan, chairman 
of the Federal Reserve, said 
in recent testimony that the 
effect of the Asian . crisis 
should be felt in the spring. 

Analysts say that until the 
Asian impact is felt, domes- 
tic economic news is not 
likely to jar the bond mar- 
kets into action, unless new 
signs of inflati on emerge. 

"There is a bit of selling to 
make room before the 
refunding but it is very 
quiet. I think we’ll remain in 
this range untfl we get some- 
thing new out of the Fed," 
said Marcello Frustaci, 
senior vice-president and 
trading manager at Daiwa 
Securities. 


IBJ debt 
rating 
lowered 
by S&P 
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PacifICorp funds 


proposed UK buy 


By Edward Luce 


Brazil in record 
euro offering 


INTERNATIONAL BONDS 


By Edward Luce 


Brazil made a stylish return 
to the Internationa! bond 
markets yesterday with only 
the second emerging market 
offering in euros - and the 
largest to date in the 
planned single European 
currency. 

The E5n0m deal, up from a 
planned E-lOOm. was also the 
latest evidence of a cautious 
improvement in investor 
sentiment towards emerging 
market bonds. 

Brazil, which was issuing 
its first bond since its ster- 
ling debut last July, is only 
the third emerging market 
sovereign (after Argentina 
and Turkey) to have braved 
the international markets 
since last October. 


A banker at Paribas, joint 
lead manager with SBC War- 
burg, said the bond, priced 
to yield 390 basis points over 
the five-year OAT, showed 
the growing strength of 
European demand for sub- 
investment grade sovereign 
debt. "There is also a grow- 
ing demand for emerging 
market bonds In non-doll ar 
currencies including the 
euro.” the banker said. 

Demand was said to be 
strong across Europe, with 
both institutional and retail 
buying. The bond tightened 
by about seven basis points 
after launch. Argentina's 
debut euro-denominated 
bond is trading at a spread 
of 350 basis points over the 
OAT. significantly tighter 
than its launch spread of 395 
basis points. 

The WORLD BANK 


| Ney/ international bond 

issues 
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■ STERLING 

Amount 

ITL 

Coupon 

% 

Pries 

Matuiiy 

Fees 

% 

Spread Book-runner 

hp 

European Inv'ment Bank(a) 

■ YEN 

100 

7.625 

1002192 

Dec 2007 

0.325 

+!6{7%Dec07) Salomon Smith Barney 

World Bank 

■ ITALIAN LBRE 

lOObn 

(bWf 

(WR 

Feb 2008 

G325R 

*3/2+5 Dec07) Daiwa Europe/Nomura Inti 

□MAC 

■ CANADIAN DOLLARS 

300b n 

5.00 

99.80R 

Mar 2X1 

0.1 2R 

GaripJtVJP Morgan Sacs 

Prov of British Columbia 

■ EUROS 

£00 

S3S 

99.«R 

Mar 2002 

0326R 

+12(8MApr02) TD Securttiss 

Federative Rep of BraSKc) 

■ LUXEMBOURG FRANCS 

500 

0.625 

99.863R 

Mar 2003 

0.625R 

+390(8 %-03| Parlbas/SBC Warburg 

Banque Generate du Lux 

■ NEW ZEALAND DOLLARS 

2bn 

5.500} 

101.80 

Jun 2008 

2.00 

Banque Generate du Lux 

West LB Finance Curasao 

100 

8.00 

101.X 

Mar 2X0 

1^5 

- Hambrts Bank 

Commerzbank AGP) 

100 

8. 125 

101.045 

Mar 2000 

1.125 

TD Securities 

Norddeutsche Landesbanh 

100 

7.75 

f 00.85 

Mar 2001 

1^0 

- Hambnos Bank 

Final terms, non -callable unless stated. Yield spread (over govt bond) at launch supplied by lead manager. ^Unlisted, t 

Floating-rate note. PSeml-annual coupon. Ft Fined re-offer price fees shown at re-offer level, a) Fungible with CSOOm. Plus 

71 days accrued, b) Priced today, c} Pays in Ecu prior to Bnu. Spread referee to French Ecu OATs. 1) Long 1st coupon. 


launched its first interna- 
tional yen-denominated bond 
since 1994 in a 10-year 
YlOObn offering. 

The bond, which will be 
priced today to yield three 
basis points over the JGB 
200. was also the first large 
international yen offering 
since the Fannie Mae 10-year 
last autumn. 


An official at Nomura, 
joint lead with Daiwa. 
described the offering as 
“strategic", although the 
borrower had also been 
attracted by the arbitrage on 
offer in the 10-year swap 
spread. The swap is hovering 
at a rate of about 35 basis 
points through Libor. 

BRITISH COLUMBIA, the 


Canadian province, issued 
its first Canadian dollar 
bond for five years in a 
C$200m offering. 

An official at Toronto 
Dominion, sole lead, said the 
retail market for Canadian 
dollar bonds had been 
boosted by the 50 basis point 
rise in Canada's prime inter- 
est rate last week. 


| The Industrial Bank of 
Japan yesterday became the 
1 latest Japanese financial 
house to be downgraded, 
when Standard & Poor’s cat 
its senior debt rating Cram 
A to A minus. 

The move, which comes 
shortly after Sumitomo 
Bank’s decision to issue a 
$1.8bn perpetual bond at an 
unprecedentedly • wide 
spread of 380 basis points 
over Libor, further under- 
lines the precarious state of 
Japan's banking sector.. . 

S&P said there was grow- 
ing concern about IBJ’s 
asset quality, .which was 
having a negative' impact on 
the bank's financial 
strength and capital ade- 
quacy ratio. 

The h ank was also traitor 
pressure in the wholesale 
banking sector; where it 
would be subjected to strong 
competitive pressures after 
the country’s deregulatory 
“Big Bang” later this year, 
S&P said. About $21bn of 
IBJ debt is affected by the 
decision. 

Concern is growing about 
the strength of the Japanese 
banking sector in advance of 
the end of the Japanese 
financial year on March 31 
and the eve of “Big Bang". 

Analysts say several Japa- 
nese banks could face the 
threat of bankruptcy 
because of their poor capital 
adequacy ratios. 

Sumitomo's $1.8bn pre- 
ferred share issue is the first 
in what is expected to be a 
series of expensive capital- 
raising offerings by Japa- 
nese banks to shore up their 
balance sheets in advance of 
“Big Bang". 

The move will improve 
Sumitomo’s tier-one capital 
provisions and will count as 
equity, as opposed to debt. 


PacifICorp has secured ®&5bn of fi n anc in g for its 
proposed acquisition of The Energy Group through a 
series of syndicated loans, but it faces higher potential 
margins on the loans. The US utility raised its bid for 
Energy from 680p to 765p a share last week, valuing the 
UK company at £<L05bn <S6.7Bbn). The jumbo loan pack- 
age. which is considerably greater than PacifICorp s stock 
market capitalisation, would be sufficient to fund all its 
bid costs. 

PacifiCorp has signed up an acquisition ferilHy of 
&1275 bn and a further £450m revolving credit facility. The 
remainder is being raised through dollar facilities signed 
up by PowercoaL which would hold Energy's coal mining 
subsidiary, and EneigyCo. 

The financhag package is bigger than BAT Industries 
jumbo loan package raised last October, since when pric- 
ing for syndicated loans has started to Increase, spurred 
by Hi™ inching demand from Japanese banks. 

The acquisition facility will pay a margin of 50 to 130 
basis points over Libor, compared with the 35 to 130 basis 
point range that accompanied PaciflCorp’s original offer. 
The top of the range, for the various tranches of the 
$2.086bn Powercoal facility has also been raised by 25 
basis points. The loans have been arranged by Citibank, 
Goldman Sachs and J. P. Morgan. Simon Davies 


■ EUROTOP INDICES 

Liffe to launch futures 


The London Tntprnatfonal Financial Futures and Options 
Exchang e has confirmed plans to launch futures contracts 
based on the Eurotop family of indices, which were 
formed by FTSE International and the Amsterdam 
Exchanges (AEX). The decision will take it into direct 
competition once a gain with Frankfurt-based Deutsche 
TermlnbOrse. which plans to launch a euro zone equity 
contract based on indices being developed in co-operation 
with Dow Jones. 

The Liffe contracts are expected to be launched in May, 
shortly after the decision on membership of the euro bloc, 
and the currency conversion rates. The board of Liffe is 
due to make a final decision in March, but it is under- , 
stood to be considering futures contracts on the Eurotop 
100 and 300 indices, which are already the basis for 
options contracts in Amsterdam. 

In addition, it will look at a euro bloc version of the 
Eurotop 300 index, containing only companies within 
European monetary mninrt member states. It is likely this 
index would contain around 100 companies. 

Daniel Hodson, chief executive of Liffe, said; "We ate 
delighted to be with FTSE and AEX at the heart of the 
development of exchange- traded European stock indices. 
European index futures and options will become of 
increasing importance to investors with the advent of 
Emu.” Simon Davies 
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■ LONG TERM FRENCH BOND OPTIONS (MAT1R 
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CURRENCIES AND MONEY 


Investors shrug off talk of Emu delay 


MARKETS REPORT 


By Simon Kupor . . 

The dollar firmed ag ains t 
the D-Mark yesterday as 
investors ignored -reports 
that European monetary 
union might be postponed. 

Karl Albrecht Schacht- 
sc h neider. one of four aca- 
demics who want Germany’s 
Constitutional Court to 
block Emu, said on Sunday 
that the court was -close to 
admitting the case. But the 
court said yesterday that it 
had not even debated 
whether to consider it. Most 
investors think the political 
will behind Emu is so strong 
that it will start on January ' 
1, 1999 whatever happens. 
They ignored the . 155 Ger- 
man professors who wrote to - 
the Financial Times and the 
Frankfurter AUgemeine Zei- 
tung appealing for an 
“orderly postponement” to 
the process. 

The market paid more 
attention to the Bundesbank 


president, Hans Tietmeyer. 
who said the Group of Ten 
central -bankers had not dis- 
: cussed the dollar's level at 
length during their monthly 
meeting. Even though Mr 
Tietmeyer was speaking as 
chairman of the G10, .many 
investors added him to the 
list of Bundesbank officials 
who have recently shown no 
concern about the strong , 
dollar. The US. currency 
firmed against theD-Mark 
after bis comments, but 
barely moved against . the . 
yen. Japan’s currency is 
drawing strength from pros- 
pects of a large fiscal stimu- 
lus package , and supplemen- 
tary budget for the Japanese 
economy. ■ 

A senior member of the 
ruling Liberal Democratic 
Party confirmed- yesterday 

i Powadla W—Yom • ; 

ft* 9 —Law— - Pre*. GbK - 
Capa 1.6350 1.6435 

la* 16327 1£412 

In® 16278 .1.8361 

lyr 1.6087 16168 


that the package would be 
finalised by February SO. 
Yosblmi Wa tana be, another 
senior LDP member, called 
for a supplementary budget 
for 1998/1999 that would 
include YlO.OOObn of spend- 
ing on public works and tax 
cuts. Shizuka Kamei. yet 
another senior LDP member, 
asked for Y5,000bn more 
than that. 

In late US trading yester- 
day the dollar stood at 
DM1.8175 and Y 123. 86. 2.45 
pfennigs and Yd25 above its 
Friday . London close. How- 
ever, much of the rise had 
come in late technically 
driven US trading on Friday, 
aided by strong US payrolls 
figures for January. Against 
the pound the dollar jumped 
to $1.6285. 2^5 cents above 
its Friday London close. The 
yen rose Y0.E9 against the 
D-Mark to Y6&22. 

■ Stephen Yorke. deputy 
head of foreign exchange 
research at SBC Warburg in 
London, has actually read 


D-Mark 

Against trie dollar (DM pee S) 



Jun 1087 96 

Gnra. DUMmntCV 

the German Constitutional 
Court's 1993 ruling on the 
Maastricht treaty. The court 
decided then that the chal- 
lenges to the treaty were 
either inadmissible or 
unsubstantiated. Mr Yorke 
predicts it will say the same 
thing this time. 

He think s there is a 30 per 
cent chance that the court 
will decide at the end of this 
month to hear the academ- 


ics' case, if it did, the lira 
would fall on talk that Emu 
might be outlawed. “Thai 
would be your last opportu- 
nity to make money out of 
this whole Emu process 
before the exchange rates 
are fixed in May." he says. 

But he notes that the court 
ruled in 1993 that it was up 
to politicians - chiefly the 
Bundestag and the Bundes- 
rat - to decide whether the 
criteria set out in the Maas- 
tricht treaty bad been met. 
The court gave itself no role 
in this, on the grounds that 
monetary union did not con- 
flict with democracy. This 
time, says Mr Yorke, it will 
make the same decision, and 
Emu will proceed. 

■ OTHER CURRENCIES ’ 
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■ Bundesbank officials seem 
to be talking the D-Mark 
down, says Robin Aspinall. 
chief economist at National 
Australia Bank in London- 
But why would they? He 
points out that German 
interest rates are expected to 
rise ahead of Emu. in order 
to converge with higher 
southern European rates. In 
other words. Emu requires 
higher rates than the Bund- 
esbank seems to feel are 
appropriate for Germany 
now. A slide in the D-Mark 
could help the economy sus- 
tain this burden, Mr Aspi- 
nall suggests. 

■ Indonesia is expected to 
decide within days whether 
or not to pursue a fixed 
exchange rate for the rupiah, 
various officials have indi- 
cated. President Suharto 
hinted the same to a gather- 
ing of Moslem priests. The 
rupiah, which dropped to a 
low around Rp 15,000 against 
the dollar recently, now 
stands at Rp9 ,200/700. 
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Franca 

(FFi) 

96805 

+0 0691 790 - 820 

6.0900 

66533 

66903 

-16 

6.1109 

-2-0 

6 1891 

-1.8 1046 

Germany 

PM) 

26624 

+06024 011 - 637 

26777 

26548 

20718 

-3.7 

29906 

-36 

36631 

-34 

1027 

Germany 

(DM) 

16138 

+06204 135 - 140 

16170 

1.6074 

1.8168 

-26 

1 8231 

-2 0 

16467 

-16 1024 

Greece 

(Dr) 

468.618 

-0.141 368-868 

471.1 IQ 466.138 

460610 

6.7 

459676 

8.0 

434683 

76 

646 

Greece 

(Dr) 

288615 

+2605 850 - 960 

287.420 

285630 

2S461 

84 

279.9 

9.8 

26127 

96 64.7 

Ireland 

(E) 

• 1.1812 

+06008 802 - 822 

1.1850 

1.1788 

1.1B23 

-1.1 

1.185 

-16 

16078 

-23 

936 

Intend 

(O 

16B2B 

-0.0155 820 - 835 

1.3873 

16795 

13836 

-0.7 

1.284J 

-05 

16738 

0.7 

ftaiy 

(U 

2927.12 

+361 598 - 826 

294052 

292068 

392964 

-1.1 

2936.15 

-16 

298528 

-20 

75.1 

Italy 


1792.15 

+206 200 - 230 

179565 

1785.60 

179165 

06 

1769.77 

06 

17986 

-0.4 745 

Luxembourg 

(LFr) 

61.1671 

106689 157 - 185 

616000 

606280 

016477 

-36 

61.7343 

-3.7. 

636324 

-3.4 

101.7 

Luxembourg 

ILFi) 

37.4500 

+0432 300 • 700 

376010 

376070 

37607 

-1.8 

37633 

-2.0 

38.12 

-15 1015 

Nethalsnds 

M 

3-3353 

+00034 383 -.413 

36634 

36308 

36502 

-36 

36722 

-3.9 

3 4549 

-34 

101.0 

Netherlands 

R 

26448 

+0.0234 445 - 451 

2.0496 

2.0373 

2.0483 

-2.1 

2.0557 

-2.1 

2.0329 

-16 1016 

Norway 

(NKt) 

126489 

+00048 440 - 537 

12.4214 

126171 

126846 

-36 

124586 

-36 

127008 

-26 

966 

Norway 

(NKl) 

76607 

+06817 800 - 613 

7.5739 

7.5235 

76717 

-1.7 

75934 

-1.7 

7.6554 

-15 95.8 

Portugal 

<Es) 

- 303604- 

+0272 129 - 478 

30L7BS .302731 

303692 

-26 

30567B 

-2B 

311.742 

-28 

916 

Portugal 

(Bd 

185.700 

+21 650 - 75 0 

186X100 

185.100 

185.734 

-06 

186.093 

-D.S 

187.9 

-16 915 

Spain 

(Pta) 

251.104 

+061 945 - 262 

252210 

031 J«ai 

251601 

-24 

252741 

-2.8 

258.184 

-26 

766 

Spain 

(Pta) 

153.740 

+1.79 690 - 790 

153670 

152700 

153624 

-07 

154666 

-08 

15562 

-15 766 

Sweden 

(SKrl 

136570 

+0X1266 469 - 651 

186117 

13.1847 

122858 

-26 

136444 

-26 

136564 

-2.3 

83.2 

Sweden 

(SKrl 

8.1167 

+0.1007 142 - 192 

8.130b 

86390 

8.1227 

-03 

6.1344 

-06 

8.1697 

-0.7 83.1 

Switzerland 

(SFr) 

26891 

-00007 875 - 906 

24024. 

26828 

24009 

-56 

24253 

-6.1 

26231 

-56 

1066 

Switzerland 

(SFr) 

1.4627 

♦0.0148 «2 - 932 

1.4848 

1.4575 

1.4878 

-16 

14785 

-45 

1622 

-4.1 108.1 

UK 

W 

- 

. - 

. 

- 

- 

- 

- 

- 


- 

1046 

UK 

fE) 

1.6333 

-06172 328 - 338 

1.6448 

18315 

16357 

-1.7 

1.6405 

-15 

1.6597 

-1.6 1045 

Ecu 

- 

1-5032 

+0601 023 - 041 

16093 

1/1095 

16068 

-26 

16145 

-3.0 

16459 

-28 

. 

Ecu 

- 

16888 

-06122 862 - 869 

1.0904 

1.0854 

1 0856 

16 

16833 

12 

1.073 

15 

SDRf 

- 

1614506 

- 

- 

• . .- 

- 

- 


- 

- 

- 

- 

SORf 

- 

0.73678 

- 

- 

- 


- 

- 


- 

- 

Americas 

AigenUna 

{Pes^ 

1.6330 

-06187 325 -335 

16440 

16307 


.. 

m 

. 

• . 


_ 

Americas 

Argentina 

(Peso) 

06998 

+06003 998 - 998 

0.999b 

05997 


_ 


. 


. 

Brazil 

PS) 

16376 

-06193 369 - 382 

16504 

16356 

. 

- 

- ‘ 

• 

- 

- 

- 

BrazD 

(RS) 

1.1251 

- 250 - 251 

1.1252 

1.1249 

. 

- 

- 

- 

- 

- 

Canada 

(W) 

26436 

-06121 424 - 447 

26544 

23384 

23483 

-24 

26578 

—24 

26921 

-21 

821 

Canada 

fCS) 

1.4349 

+0607G 346 - 351 

14358 

1.4310 

1.4358 

-0.7 

1.4373 

-0.7 

1.4416 

-05 824 

Mexico (Naw Pom 

136080 

-0688 972 - 187 

136657 

13.7668 

136737 

11.7 

13-3819 

123 

121089 

126 

- 

Mexico (New Peso) 

84540 

+0638 500 - 580 

8.4585 

8.4480 

8.3595 

134 

8.1545 

142 

72565 

145 

USA 

IS) 

1.6333 

-0X7172 328 - 338 

16448 

16315 

16357 

-1J 

1.6405 

-16 

1.8597 

-16 

108.1 

USA 

IS) 

- 

- 

- 

- 

- 


- 

- 

- 

- 1085 


Pacffic/Mkfcfle EaatMUoa 


Pactflc/MUdle East/AMca 


AuaftaSa 

(A*) 

24306 

-00297 280 - 331 

Z4530 

24270 

24353 

-25 

24454 

-2.4 

24832 

-25 

868 

Australia 

IAS) 

14881 

Hong Kong 

<ws 

125393 -0.1301 346 • 440 

32.7321 

125267 

125452 

-0.0 

125995 

15 

12.2048 

34 

- 

Hong Kong 

(HKS) 

7.7385 

India 

(Rs) 

635741 

-05178 383 - 098 

63.7110 

63-2070 

- 

- 

- 

- 

- 

- 

- 

India 

(RS) 

38.7400 

Israel 

(Shk) 

56690 

-0.039 513 - 766 

55785 

55598 

. 

- 

> 

- 

- 

* 

- 

Israel 

(Shk) 

35933 

Japan 

(Y) 

203.093 

-0592.957 -228' 

205430 202.060 

204.1 E® 

-65 

206513 

-6.7 

216538 

-64 

1249 

Japan 

m 

124545 

Malaysia 

IMS) 

6.2478 

-0.1314 38T - 576 

65335 

65189 

62567 

-1.7 

6-2517 

-05 

65114 

38 

- 

Malaysia 

(MS) 

3.6253 

Naw Zealand 

(N2S) 

. 2.7975 

-05392 048 - 000 

25270 

2.7940 

27945 

15 

2.7878. 

M 

2.7884 

1.0 

1015 

New Zealand 

(NZS) 

1.7128 

Phbppinta 

(P8») 

£54133 

-1597 407-788 

065758 

855275 545816 

10.1 

635125 

11.8 

574012 

1 22 

- 

Pftiippinos 

Peso) 

40.0500 

Saudi Arabia 

(SR) 

.6.1260 

-05645 238-281. 

6,1687 

61194 

61329 

-14 

6.1488 

-15 

6.1974 

-15 

- 

Saudi Arabia 

(SH) 

3.7507 

Sngapoa 

(SS) 

2.7072 

-05178 039 - 105 

2.7380 

2.7035 

2.7066 

05 

2.7D28 

0.6 

26826 

05 

• 

Singapore 

<S$) 

1.6575 

South Africa 

IR) 

BJE69 

-05548 21B - 318 

85751 

85108 

75633 

65 

75884 

65 

75086 

65 

- 

South Africa 

P) 

49145 

Earth Korea 

(Won) 

2543.03 

-2153 064-546 

2564.10 252452 

- 

- 

- 

- 

- 

- 

- 

South Korea 

(Won) 

155750 

Taiwsi 

nrs) 

535540 

-03897 S3 - 827 

545175 63.7995 

535132 

-15 

54.0386 

-14 

545437 

-15 

- 

Taiwan 

TO 

329725 

Tbafcmd 

Bi) 

7B5719 

-1335 396 - 041 

79.7380 775170 775129 

7.1 

765868 

75 

704955 

9.7 

■ 

Thailand 

(BO 

478000 


+0.09 300 - SCO 


-0.55 000 -000 
- 506 - 506 


+3 600 - 000 


1.4941 1.4848 1.4889 -0.6 

7.7425 7.7370 7.731 12 

38.7700 38.6950 
3X972 3-5829 

125.050 124X00 124.835 
3.8600 3X050 
1.7106 


1.4915 

7.6738 


-03 

30 


1X022 -03 370 
7.341 5.1 


1.7235 
40.5000 3BJ3500 
3.7510 S.75Q2 
1.6695 1.6615 

4X190 4X830 


3X263 

1.7097 

38.654 

3.7496 

1X547 

4.8603 


-4.7 1255 

0J1 3.6108 

Z2 1.7043 
113 33.7C35 
0.4 3.7468 


ZO 

8.4 


1.6475 

4.6076 


-SO 130.365 -46 128.1 

IS 3.6153 53 

26 16855 1.6 

134 34.406 14.1 

04 3.7335 06 

2-4 1615 26 

8.7 46113 86 


t Ran tor Fab 0. BUUhr ^ned* ta the RbimI Spec tadta Wxm ontr Hie Ml thee decknel pteom. StMing «idn caioMad bv Dw Bank of En^and. Ba» 
manga 19B0 ■ 100. hum reared 1006. The enrenperew jxwre In irte table oroatae arena* on Hw iraemra a tatm/fmmmJVsxmy 


1563.00 153860 - - ... 

0,1075 650 - 800 336460 325400 326615 0.4 3264 0.4 3266 06 - 

-025 500-500 486000 474000 47.45 86 46.675 94 426 116 - 

t SOn me pet 3 fat F*fi 6. Bldtoftor spreads in Die Dollar Sp« rahleshow arty the IBM tnree decanal Waces UK. Ireland & ECU are quoted n 
US aimncy. OP. Morgan nominal tncKei Feb K Base average 1060=100. Bio. oder, irad spot taw# and reared rates m twiti bus and tne Ooaer 
rafale am derived from THE WM/FCUTERS CLOSING SPOT and FORWARD RATE hMul Some values ere rounded fay Die F T. 

The erenangn rales printed In DHa noie am atao enaabte on Dm Internet at hrtpJTwww.FT.com 


Belgian Franc 

Oh ■ 

■ 31 

' 

3b 

3fi 

aft 

Mi ■ 

3W 

3H 

■ 3« 

Mi 

-30 

Darash Krone 

313 ■ 

■a i? 

air 

3 ti 

Mi 

a.'i 

a'ft ■ 

3ft 

4 - 

Mi 

4ft ' 

■ Mi 

German Mane 

3 J J ■ 

■sh 

3IJ. 

3ft 

3 1» 

3ft 

3ti 


3(1 

- at# 

4ft ' 

■Mi 

Dmcn Gukter 

313 

3ft 

v*- 

w 

3ft 

3ft 

313- 

311 

3\J 

- 31J 
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■sft 

French Franc 

3ft ■ 
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3 ft ■ 

31# 

3'ft 

3U 

3li 

Sft 
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Mi 
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Portuguese Esc. 

4 ii 

■ Ah 

■HI 

4|i 

5 - 

4} l 

4l( 

4ft 

4\? 

■ 4ft 

Mi- 

■Mi 

Spansh Peseta 

4}| . 

■ 4 H 

4+ ■ 

4ft 

4?3 

4(i 

m- 

4*1 

4l; 

- Jll 

4ft- 
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Stertng 
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?U- 

71# 

7(i 

7i# 
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7,'. 

7J? 
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7U ■ 

■7ft 

Smsa Franc 

1* 


ift 

-12 

Iftt 

h 

1ft 

» 

1ft 

- 1ft 

1U- 

■lil 

Canadian Dollar 

4fc- 

4(1 

MJ- 

4(i 

4« 

4J1 

4(1 ■ 

Mi 

Sir 

- Ji? 

5li- 

■ Sft 

US Dcear 

5*7 ■ 


sv- 

5i{ 

5ft 


Sft ■ 


5ft 

-51? 

5ft ■ 

Sft 

reman ua 

6h - 

Sh 

eft ■ 

6fti 

Eft < 

eft 

6ft- 

W. 

S4f 

- Sft 

5ft. 

■ 5ft 

Japanese Yen 

y ■ 

11 

h- 

h 

ii 

1! 

ft- 


U 

- u 

ft- 

■ *2 

Aaan SSrog 

ii-e ■ 

■ 1»2 

5ft ■ 

3>Z 
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- e 

Sft ■ 
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8ft 

- 7 

9 - 
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Enon term rates are caU tar dw us Dona and Yen, omere- two days' nonce. 

■ THREE MONTH IHBOR FUTURES (MATlFlPam Interbank olfeiad rale 



Open 

Sec price Change 

Hgn 

Low 

EsL Wt 

Open bit 

Mar 

96.36 

96.38 

-0.01 

96 39 

9658 

9,792 

75527 

Jun 

9656 

9657 

+051 

9657 

9655 

9.881 

51,594 

Sep 

96.13 

96.13 

-0.01 

96.14 

9612 

1.504 

28.441 


■ THREE MONTH EUROMARK FUTURES (LIPFE) - OMTm pants at 10096 



Open 

Sett pnee Change 

High 

Low 

Est. voJ 

Open lm. 

Mar 

96.425 

96.430 

- 

96.435 

96.420 

11487 

386566 

Jun 

96575 

96580 

- 

96585 

96570 

28847 

348552 

Sep 

96130 

96.150 

- 

96.165 

96.130 

17982 

274591 

Dec 

95.975 

95.860 

-0.010 

95.980 

95.955 

17173 

274548 

■ OWE 

MONTH EUROMAftK FUTURES (UFFE)' DM3m points of 100% 


Open 

Settpnoe Change 

High 

Low 

EsL voi Open inL 

Fab 

- 

96.53 

+0.01 

- 

. 

□ 

133 

Mar 

- 

86.49 

+0.01 

- 

- 

0 

1150 

Apr 

- 

96.44 

- 

- 

- 

0 

50 

May 

- 

96.39 


- 

- 

0 

1 

■ THREE MONTH EUROURA FUTURES (UFFE) 

■ LI 000 m paints of 100% 


Open 

Sett price Change 

High 

Low 

Eel voi 

Open inL 

Mar 

94.16 

94.11 

-0.06 

94.16 

94.10 

16691 

144244 

Jun 

95.07 

95.00 

-0.07 

95.07 

94.97 

34689 

173674 

Sep 

95.46 

95.42 

-0.06 

9546 

95.40 

18512 

120879 

Dec 

95.62 

95.62 

-a 03 

95.6J 

95.60 

6047 

127094 

■ THREE MONTH EURO SWISS FIUMC FUTURES (LJFFE) SFrl m points flMOOtt 


Open 

Sett price Change 

High 

Low 

Est. voi 

Open inL 

Mar 

98.71 

98.73 

+0.02 

98.74 

98.69 

8244 

71813 

Jun 

98.58 

9881 

+0.03 

96.61 

98.57 

3762 

50417 

Sep 

98.47 

98.48 

+002 

9649 

96 45 

1337 

22678 

Dec 

9857 

»59 

+0.02 

9651 

96.26 

721 

13421 

■ THREE MONTH EUROVBI FUTURES (UFFE) YlOQm points of 1009b 


Open 

Sett price Cnange 


Low 

EsL voi 

Open HU. 

Mar 

- 

99.01 

+0.02 

- 

- 

0 

n/a 

Jun 

- 

99.15 

+0.03 

- 

- 

0 

n/a 

Sop 


99.12 

+0.05 

- 

- 

0 

n/a 

■ THREE MONTH ECU FUTURES (UFFE) Ecu 1m pouts of 100% 



Open 

Sett price Change 

High 

Low 

Est voi 

Open mL 

Mar 

95.66 

95.66 

. 

95.66 

95 65 

652 

8512 

Jun 

95.69 

95.69 

. 

95.69 

95.68 

107 

B5B5 

Sep 

95.® 

95.69 

• 

95.69 

95.68 

74 

9461 

Dec 

95.84 

95.85 

-0.M 

95-85 

9534 

45 

3816 


■ UFFE hrnxes aho traded on APT 

■ EUROURA OPTIONS ILlFFE) LI OOOm pants at 100% 


Strike 

Puce 

0400 

9426 

0450 


CROSS RATES AND DERIVATIVES 


EXCHANOE CROSS RATES 

Feb 9 Bl=r DKr FFr 

DM 

K 

L 

FI 

NKr 

Es 

Pta 

SKr 

SFr 

C 

CS 

$ 

Y 

Ecu 

Belgian 

(BFr) 

100 

1840 

1624 

4-B43 

1.931 

4785 

5.480 

20.19 

4953 

410.5. 

21.87 

3306 

1.635 

3332 

2370 

332.0 

2.457 

Denmark 

(DKr) 

54-17 

10 

0-795 

2.624 

1-040 

2592 

2.958 

1034 

268.6 

222+4 

11.74 

2.118 

0.886 

2.075 

1.446 

179.9 

1331 



61.50 

11 3,7 

10 

2-983 

1.189 

2947 

1363 

12+43 

305.4 

252.8 

1335 

2.406 

1.007 

2.360 

1.845 

2043 

1314 

Germany 

(DM) 

20.65 

3^12 

3J352 

1 

0.398 

988.1 

1.127 

4.168 

102.4 

84.76 

4.475 

0.806 

0338 

0.791 

0.551 

6835 

0307 

Ireland 

(ffi) 

51.79 

9-560 

8+406 

2.608 

1 

2478 

2328 

10.45 

256.8 

2123 

1132 

2.023 

0347 

1384 

1.383 

1713 

1273 


(U 

2.090 

0.386 

0^38 

0.101 

0-040 

100 

CL114 

0-422 

1036 

0.579 

0+463 

0.062 

0.034 

0.080 

0.056 

6338 

0.051 

Netherlands 

(FI) 

1BJ1 

3.301 

Z&7A 

0^87 

0354 

876.4 

1' 

3398 

9032 

75.19 

3360 

0.715 

0.299 

0.702 

0.489 

60.81 

0.450 


(NKr) 

49-53 

9.144 

at)42 

2J98 

0356 

2370 

2.705 

10 

245.6 

203.3 

10.74 

1.935 

0.810 

1398 

1323 

1643 

1317 


(Es) 

20.17 

3.723 

3L274 

(L977 

0388 

965.1 

1.101 

4371 

100 

B2.79 

4371 

0.788 

0330 

0.773 

0.539 

6636 

0+196 


(PM) 

24.36 

4j497 

3S55 

1.180 

0-470 

1166 

1330 

4318 

1203 

100 

5380 

0351 

0.398 

0333 

0.650 

6038 

0399 

Sweden 

(SKr) 

46.14 

8-518 

7+401 

2335 

0391 

2208 

2319 

9315 

228.8 

189.4 

10 

1302 

0.754 

1.768 

1332 

153J2 

1.134 


ts=rt 

25.60 

4J27 

4.157 

1240 

0+494 

1225 

1.398 

5.168 

1273 

105.1 

5349 

1 

0+419 

0.981 

0.684 

85.01 

0329 

UK 

(t) 

61.17 

11^9 

0^31 

ZB& 

. 1.161 

2B27 

3340 

12.35 

3033 

251.1 

1336 

2.389 

1 

2344 

1333 

203.1 

1303 


(CS) 

26.10 

4.818 

4^38 

1-264 

0304 

1249 

1325 

5.269 

129.4 

107.1 

5357 

1319 

0+427 

1 

0397 

86.66 

0.641 

USA 

IS) 

37.45 

OB14 

6-081 

1314 

0.723 

1792 

2.045 

7361 

185.7 

153.7 

8.117 

1+163 

0.612 

1.435 

1 

1243 

0320 


[V) 

30.12 

s*m 

4.890 

1+459 

0382 

1441 

1.644 

6380 

1493 

1233 

6528 

T.176 

0.492 

1.154 

0304 

100 

0.740 

Ecu 


AOJBQ 

7512 

6-607 

1371 

0.786 

1047 

9/m 

8315 

201.B 

187.1 

8.820 

1380 

0.665 

1350 

1.087 

135.1 

1 


OwMi Kroner. French Franc, Nonregtan Kroner, raid 9+odeti Kronor per ia Btagran Franc, Yen. Eraario. ura 
i (IMM) DM 125300 per DM- . 


par 1DQ. 

■ JAPANESE YM FUTURES (IMM) Yon 126m per Yen 100 



Open 

.Latest 

Change 

High 

Low 

Eat. voi 

Open kit 


Open 

iBtTKl 

Change 

High 

Low 
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THE OASIS FUND 

Sndfte d'Jrwotissevtml <i Capital Variable 
European Bank cr" Business Centre, 0 , route de Trh<es 
L-2633 Senmngerberg. Grand Duchy oj Luxembourg 
R.G Luxembourg No. B52 941 

Notice of 

Annual General Meeting 

NOTICE is hereby given to Shareholders (hat the Annual General 
Meeting of THE OASIS FUND {‘the Company - ) will be held at 
the registered office of the Company, European Bank & B us iness 
Centre. 6, route de Treves. L-26S3 Senu ingerberg. Grand Duchy 
of Luxembourg on Wednesday IS February 1998 ai 3.-00 p.m„ or 
at any adjournment thereof, for the purpose or dclibcrauon and 
v-odng upon the following agenda: 

1. Submission or the Report of the Board or Directors and of the 
Auditor. 

2. Approval of the Annual Report for the financial year ended 
SO September 1997. 

3. Discharge of the Directors in respect of their duties carried 
out for die financial year ended 30 September 1997. 

4. Election of the Directors and Auditor for a term of one vear. 

5. Anv Other Business. 

A Shareholder entitled tc> auend and vote at the Meeting rasro 

to attend and vote on his be 

iareholder of the Company. 


appoint a proxy to attend and voie_on his behalf and such proxy 
need not be a Sha 


Resolutions on the agenda of the Meeting will require no quorum 
and will be resolved bv the majority of the Shareholders attending 
in person or by proxv. 

In order to be entitied to attend the Meeting, holders of bearer 
shares must deposit their bearer share certificates five working 
days prior to the Meeting with the following institution: 

Eredietbanb S JL Luxembourgcoise, 

43, boulevard Royal. L-2955 Luxembourg 

Shareholders who cannot personally attend the Meeting are 
requested to use the prescribed form of proxy (available at the 
registered oilier of the Company) and return it at least five 
working days prior to the date of the Annual General Meeting to 
the Company, c/o Fleming Fund Management (Luxembourg! 
SA, L-2S8S Luxembourg. 

The Board of Directors 
January 1998 


Flemings 
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The Shores edc uaded ex-dividend as from February 6. 1998. 
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Templeton office: 

Frank&m HoosKoog 

Tel- (49) t » ZTZ 2 . 1 272 Tel t852i 2877 7733 

Fat 69 772 23 120 Fax: |SS2 i 2877 3401 
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The Board erf Directed 
Fcfcruary 1998 
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Crude oil trades in narrow range 



MARKETS REPORT 


By Gary Mead 

The diplomatic poker game being 
played out between Iraq and the US 
left erode oil markets adrift yester- 
day with Brent blend, the world 
benchmark, trading in a narrow 
range. 

The Brent contract for March 
delivery moved within a 14 cents 
band for much of the day's trading 
on London's International Petroleum 
Exchange; later in the session it 
stood at $15-35 a barrel, up 5 cents on 
Friday’s close. 

Crude oil prices had been boosted 
on Friday by news that Iraq bad 
spumed a new United Nations aid- 


for-oil proposal, under which Bagh- 
dad would be entitled to export oil to 
the value of $5.2bn every six months, 
instead of S2bn- 

Traders anticipated that $15 a bar- 
rel would be a fixture until the mar- 
ket gained a clearer direction from 
political developments. 

The US Department of Energy has 
cut its forecast for 1&98 world oil 
consumption by 200,000 barrels a day 
to 75.7m b/d. largely as a result of 
the currency turmoil in east Asia, 
but analysts said that oversupply is 
still likely this year. 

Gold was fixed slightly higher in 
London yesterday afternoon, at 
$300.60 per troy ounce, while the sil- 
ver “fix" was $7.19 a troy ounce. 62 
cents lower than Friday’s "fix"; trad- 


ers said that this week may well see 
a break below S7 an ounce. 

The London Metal Exchange and 
the London International Financial 
Futures Exchange were relatively 
tranquil: all base metals on the LME 
ended the day marginally weaker, 
except for nickel, which closed $15 
higher at $5,595 a tonne. 

Robusta coffee futures on Liffe 
closed lower. The March contract 
was down $22 at $1,740 a tonne, with 
plentiful Vietnamese supplies over- 
hanging the market 

Further indications of potential 
tight supplies in the arabica market 
appeared yesterday, with the 
announcement from Mexico that its 
January exports were substantially 
down, at -524,546 60kg bags, against 


the figure for January 1997, of 
871.322 bags. On the Coffee, Sugar 
and Cocoa Exchange in New York 
the arabica contract for March, fell 
3.55 cents to 174 cents a pound by 

midday. 

Cocoa futures dropped sharply on 
Liffe, with the March contract fall- 
ing to an ll-mont)j low of £996 a 
tonne at one stage. It finished down 
£17 at $998. 

Traders said the commodity was 
the victim of speculative s elling and 
that news of large Ghana cocoa pur- 
chases was also a contributing fac- 
tor. The purchases were 16.464 
tonnes in the 14th week of.the. 
1997-98 season compared with 15,614 
tonnes in the corresponding week a 
year earlier. 


Pears and peaches in short supply 


By Gary Mead 

European supplies of canned 
pears and peaches are 
becoming tight as a conse- 
quence of last summer's col- 
lapse of the Italian and 
Greek deciduous fruit 
harvests. 

Italy. Europe’s biggest pro- 
cessor of canned pears, lost 
40 per cent of its pear and 
peach harvest In 1997. while 
Greece - the leading proces- 
sor of canned peaches - lost 
50 per cent of its peaches. 
Both were affected by wide- 
spread frosts and storms at 
early stages of the fruit's 
growth. 

"Supplies of such fruit are 
going to be very tight for the 
next few months. Australia’s 
and South Africa's harvests 
are also lower than expected, 
due to adverse weather.’’ 
said Walter Zanre. director 
of Mediterranean Growers, 
the UK-based subsidiary of 
Europe’s biggest fruit pro- 
cessor. Conserve Italia. 
South Africa's peach crop is 
estimated to be 25 per cent 
lower than normal. 

Most canned peaches and 
pears are bought by lower 
income groups. Such canned 
fruit is frequently sold at or 
below cost in European 
supermarkets as a m eans of 
attracting and retaining 
customers. 


COMMODITIES PRICES 
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Loss-leader canned fruit is often sold at or below cost in European supermarkets as a means of attracting customers 


While a 411g can - the 
standard UK size - of the 
lowest grade of pears or 
peaches retails in the UK for 
about 19p, the average cost 
price is 27p. After Germany, 
the UK is Europe's biggest 
consumer of canned fruit. 

Canned fruit processors do 
not expect retailers to use 
supply tightness as an 
opportunity to raise prices 
significantly. although 
prices in some supermarkets 
have crept up recently. 


Industry experts expect 
retailers will instead try to 
source product from other 
markets, and. failing that, 
live with slightly less full 
shelves. 

“We are seeing shortages 
of peaches but we have no 
plans to put up prices - we 
don't want to upset the 
customer.” said the canned 
fruit buyer of a leading UK 
supermarket chain. 

Mr Zanre added: “Con- 
serve Italia does not have a 


can of peaches or pears free 
to sell, and our next process- 
ing season does not start 
until August/September. 

“This is causing a bit of 
turmoil in the market, par- 
ticularly as South African 
producers are now showing 
reluctance to seO to Euro- 
pean Union markets because 
of high tariffs and retailer 
muscle.” 

However, in spite of the 
difficulties caused by last 
summer's poor weather. 


retailers in the UK have 
been relatively cushioned 
from the full impact of 
higher fruit production 
C06ts. because of the recent 
strength of sterling. 

Italian anil other Mediter- 
ranean fruit processors have 
been charging up to 35 per 
cent more for their product, 
but the strength of the 
pound means that UK retail- 
ers are paying only about 15 
to 20 per cent more in real 
terms. 


lawsuit to 
be dropped 

By William Lewis 
in New York 


Phibro, the commodities 
trading arm of Salomon 
Smith Barney, the invest- 
ment bank owned by Travel- 
ers Group, claimed yester- 
day a lawsuit filed against it 
alleging manipulation of sil- 
ver prices is to be dropped- 

Andrew . Wall, nhnirrnayt of 
Phibro, said the plaintiffs 7 
“swift announcement that 
they Intend to dismiss the 
claims against Phibro 
underscores that these 
claims were without merit." 

Mr Hall's comments fol- 
lowed a press release issued 
by Lovell & Stewart, the law 
firm acting for the plaintiffs 
in -the class action. It said 
Phibro had been voluntarily 
providing various informa- 
tion to the plaintiffs that 
was contrary to the allega- 
tions in the suit 

The law firm said that if 
the information the plain- 
tiffs obtained in their inves- 
tigation confirmed Phibro’s 
contentions, the suit would 
be withdrawn. 

The suit, filed in January 
in federal court in New 
York, alleges Phibro and 
other, unnamed parties arti- 
ficially inflated . silver 
futures prices by moving sil- 
ver from Comex warehouses 
to locations in the UK or 
elsewhere. Phibro has 
denied any wrongdoing. 

Mr Hall claimed that Phi- 
bro had “provided informa- 
tion sufficient to convince 
plaintiff's counsel that the 
lawsuit against Phibro 
should be dropped”. 

Phibro is the brokerage 
through which Berkshire 
Hathaway, Warren Buffet's 
investment company, 
acquired 129.7m ounces of 
silver, about 20 per emit of 
the world's supply, between 
last July and January. 

Lovell & Stewart said it 
was not singling out silver 
purchases by Berkshire 
Hathaway as a focus of its 
continuing investigation. 


Further growth 
in use of rubber 

World consumption of natural and synthetic rubber 

increased 6 per cent in 1996. to 16.66m tonnes, the lounh 
successive year of expansion and the highest rate m 
growth since 1984. according to the UK-based Interna- 
tional Rubber Study Group. 

However, growth in global natural rubber production 
slowed significantly, to just 0.6 per cent, after increasing 
at an annual average of more than 6 per cent in the pre- 
ceding three years. Synthetic rubber production rose by 
2 £ per cent, the third consecutive year of growth. 

The ERSG estimates that in 1997 demand for natural 
rubber marginally outstripped supply for the first lime 
since 1994 as a result of declining production in Malaysia 
and almost stagnant output In Indonesia and Thau and. 

Against that, natural rubber production in Africa could 
rise by 8 per cent this year, to 323.000 tonnes, according to 
the African Natural Rubber Association. Nigeria, the con- 
tinent's biggest pr o du c er with 90,000 tonnes in 1997, is 
now set to be displaced by Ivory Coast, wbich is forecast 
to produce 95,000 tonnes. Liberia, which with production 
of 119,000 tonnes in 1388 was the continent’s biggest pro- 
ducer before a seven-year civil war. is also recovering and 
should produce 60,000 tonnes this year, says ANRA- 

The IRSG adds that, despite last year’s slowdown 
among world’s three biggest natural rubber produc- 
ers, prices for all types and grades were in serious decline 
in 1997, with an average drop of 14 per cent in Kuala Lum- 
pur, 34 per cent in Singapore. 45 per cent in New York 
and 47 per cent in London. 

The report concludes that 1998 may not be as bad as 
feared if world economic growth - on which rubber pro- 
duction is more dependent than many commodities - is 
not reduced by much more than 1 per cent as a result of 
east Asia’s, recent currency crises. Gary Mead 

■ SUGAR 

Fall in east Asian demand 

An expected slide in demand for sugar in east Asia follow- 
ingthe recent currency turmoQ is likely to be offset by a 
large production sho rtfall from Thailand, the region's big- 
gest exporter of raw sugar, according to the latest forecast 
from the International Sugar Organisation. 

Almost all analysts concur that 1997-98 will see a global 
deficit in sugar, but the currently depressed free market 
1 price for raw sugar - which in January averaged 11-55 
cents a pound, 6 per cent lower than in December 1997 - 
is a reflection of a drop in demand in east Asia. 

Traders predicted at the start of the east Asian financial 
upheaval late last year that demand could bill by 15 to 30 
per cent. The ISO calculates that the region's 1998 con- 
sumption could fall by as much as 550.000 tonnes. In 1996. 
Indonesia, Malaysia, the Philippines; Singapore and South 
Korea consumed just over 7.4m tonnes, including net 
imports of about 4m tonnes. ; 

Commodity analyst F.O. Licht expects consumption to 
drop this year by 10 to 12 per cent in Indonesia, up to 10 
per cent in Malaysia, and by 3 to 5 per cent in South 
Korea. Expectations for Thailand's 1998 sugar cane pro- 
duction have been reduced to as little as 46m tonnes from 
previous forecasts of 46m tonnes. Gary Mead 


BASE METALS 

LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Trading] 

■ ALUMINIUM. 98.7 PURITY (S per tonne) 


Precious Metals continued GRAINS AND OIL SEEDS SOFTS 


Cash 

Close 14693-90.5 IS 

Previous 1499-500 1 

WgMow 15 

AM Official 1484.5-05.0 1 

Kerb dose 15 

Open i re. 262.318 

Total y tumovw 51.431 

■ ALUMINIUM ALLOY (S per tonne) 


3 mths 
1S08-0&5 
1520-21 
1514/1505 
1505-06 
1508.5-09 


Close 1 

Previous 1 

High/low 

AM Official 1 

Kerb dose 
Open mi. 

Total dally t unover 
■ LEAPS per tonoa) 


1339-40 

1345-50 

1340/1338 

1338-39 

1338-40 


531- 2 
537-38 
536/531 

533.5-34.0 

532- 3 


5610-20 5600-10 

5440-50 5530-35 

5670/5530 
5490-95 5570-75 

5595-800 

58.618 

28.790 


5285-90 

5285-70 

5300/5255 

5270-75 

5275-80 


Close 519.5-20.5 531-2 

Previous 526-27 537-38 

Hlgh/tow 538/531 

AM Official 521-21.5 533.5-34.0 

Kerb dose 532-3 

Open tm. 33.761 

Total dady turnover 8.338 

■ NICKEL (3 per tonne) 

Close 5510-20 5600-10 

Previous 5440-50 5530-35 

High/low 5670/5530 

AM Official 5490-95 5570-75 

Kerb dose 5595-600 

Open im. 58.618 

Total daiy uanover 28.730 

■ TIN (S per tonne) 

CIOS« 5255-65 5285-90 

Previous 5235-45 5265-70 

Hlgh/tow 5300/5255 

AM Official 5250-55 5270-75 

Kerb dose 5275-80 

Open inL 13^50 

Total daily turnover 4.698 

■ ZINC, special Mflh grade (S per lortnel 

Close 10626-63.5 1087-88 

Previous 1078-79 1102-03 

HrgtVIow 1092/1081 

AM Official 1056-59 1082-82.5 

Kerb dose 1090-91 

Open hu 71.560 

Tool daily turnover 20.246 

■ COPPER, grade A |S per tonne) 

Close 1662.5-63.5 1668-89 

Previous 1685-88 1710-11 

Hgh/tow 1705/1686 

AM Official 1669-70 1693-94 

Kerb dose 1686-87 

Open Im. 149,836 

Total doTy banover 40,778 

■ LME AM Official S/S rate: 1.6353 

LME Closing 03 rate; 1.6345 

Spot 1 6347 ] rats 1 8774 B rite 16225 9 nfts 1 8151 

■ HIGH GRADE COPPBI (COMEX) 



Sett Hay’s 
price change Wgh 

Low 

VU 

QPM 

M 

Feb 

74.S5 -120 

7620 

7480 

158 

1.442 

Mir 

75.35 -120 

7670 

75.10 

3.800 32.447 

Apr 

75.85 -1.20 

7685 

7585 

34 

1842 

■ay 

7630 -125 

77 55 

76 10 

B48 

8.395 

Jm 

7675 -T 30 

7805 

7675 

21 

1.962 

M 

Total 

7720 -125 

78.40 

7530 

205 5.402 
5^47 71895 


PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Prices supplied by N M Rothschild) 

GokJ(Trey oz) S price £ equhr SFr equlv 


GakATrey az) S price £ equhr SFr equlv 

Close 30l.30-30i.80 

Opening ?>1SO-30C.OO 

Morning fa 300.00 163.32 437.40 

Afternoon fix 300.60 183.85 433.48 

Day's High 30150J02.00 

□ay's Low ZS930-299J10 

Previous dose 29860-299.10 

Loco Un Mean Gold Loodhig Rates (Vs USS) 

1 month 363 6 months 3.70 

2 months -3-80 12 months 3-57 


GokHTroy oz) 

Close 
Opening 
Morning fa 
Afternoon fix 
Day s High 
□ay's Low 


3 months 

.--3.77 


SBw Rx 

pffray oz. 

US as equnr. 

Sp« 

43950 

719.00 

3 months 

42635 

695.90 

6 months 

429.65 

69730 

1 vear 

423.70 

68235 

Gold Coins 

S prfco 

E equlv. 

Krugwand 

298-300 

182-184 

Maple Leaf 

- 


Now Sovrewgri 

69-71 

42-43 


■ GOLD COMEX (100 Troy ol: S/troy oz.) 

Sail Day* Open 

price change High lew Vd let 
Feb 30X6 +18 302.3 300.7 ZB 1.307 

Mar 3019 +1.7 3025 300.5 21 5 

Apr 3016 +15 303.5 300.7 19582 79.727 

Jun 3035 +1 6 305.4 303.1 1.006 15.784 

Aug 3053 *1.6 52 5.638 

Oct 307.3 +1.7 3088 3088 2 3223 

Total 21,233 1E6A+7 

■ PLATINUM NYMEX (50 Troy oz.: S/trqy os.) 

Apr 3878 -87 397.5 3878 1825 10.125 

Jot 385.3 -8.7 392.0 385.0 38 862 

Oct 3845 -87 3980 366.0 10 361 

■tan 3853 -87 - - - 14 

Total 1JI73 11,382 

■ PALLADIUM tmiCX HOP Troy oz.: S/troy azj 

Mar 235.25 -3.75 23800 23510 237 3.476 

Jot 233.00 -380 23500 232.00 95 827 

Sep 23180 -3.00 - - 100 333 

Total 332 4£75 

■ SILVER COHO. (5800 Troy Centsriroy ozj 

Feb 8925 -115 6850 675.0 73 38 

Mar 6945 -115 711.5 683.5 21872 58297 

May 6845 -118 7028 6750 4.301 17,820 

Jd 6780 -11.0 6940 6750 BS7 11246 

Sep 6715 -9.5 6710 8710 18 4807 

Dae 8685 -85 895.0 5585 505 9815 

Total 27522110807 


ENERGY 

■ CRUDE OIL NYMEX (1,000 barrels. S/bond) 

Latest 0ayt Open 

price change High Low Vo! tot 

Mar 16.70 - 1685 1655 51.792 84.771 

Apr 16.91 - 1684 16.76 28180 58828 


Apr 16.91 - 16.34 

May 1712 - 17.15 17.02 8355 31643 

Jm 17.33 +0.01 1783 17.21 10.049 44.604 

Jot 1752 +003 17.52 17.42 1772 23802 

Aug 1 7.65 +081 1785 17.52 1.438 15822 

Total 114285431939 

■ CRUDE 08- IPE (S/barreO 



Latest 

Oayta 



Open 


price change High 

Lew 

Vbf tat 

Mar 

15.32 

+002 

1534 

1520 UiOO 49.516 

Apr 

15.50 

+033 

1553 

1539 

5028 55623 

May 

75.74 

+007 

1575 

1561 

I3«5 22844 

Juo 

15.94 

+0.07 

1594 

15.83 

1566 26332 

Jm 

16.13 

*008 

1512 

1602 

548 11741 

Aug 

1637 

+0.04 

16.19 

16.19 

39 6358 

Total 





n/a n/a 

■ HEATING OC NVHBt KUXM <15 grib.' c/US gata 1 


latest Day's 0pm 

price change Mgh Low Vol tat 
Mar 4620 -4X13 4840 4580 13220 46.354 

Apr 4675 -004 46.90 4840 6853 27259 

May 4725 +811 4735 4695 1.476 15.715 

Jun 47 70 +a0! 47.70 47.25 1813 17.436 

Jld 48 JS +011 4825 48 10 478 11455 

Aug 4985 +0.16 49 05 48.75 832 8816 

Total 25876181236 

■ GAS OIL IPE (Srranej 


Sett Daft 0pm 

price change Kg& Low Vol M 

Fab 140.00 -1.75 14050 13920 6,553 16213 
Mar 14175 -1.75 14125 14125 5,780 21222 

Apr 14320 -1.75 WOO 14300 848 11826 

May 145.25 -280 145.75 14525 156 8.102 

Jot 14780 -180 147 75 14700 6ZS 11661 

JM 14900 -'80 149.75 149.00 104 4212 

ToW 15^80 109,171) 

■ NATURAL GAS IPE ITjOOO Wr» JH 1 M Mr Waal 

Mar 9.880 -0 150 9.900 9.800 190 2.075 

Apr 9.770-0060 - - - 2190 

Tatar 610 12.110 

■ NATURAL GAS fm£t (10,000 iranBBL. 58nnfiCi.l 


Latest Day’* 
pica change IBgti 
2250 -0.093 2320 
2310-0056 1315 
2315-8054 2330 
2820 -8053 2340 
2330-0044 2345 
2350-0029 2 350 


Open 

U- Waf tat 
2250 33831 38,386 
1280 10.832 22.528 
2295 3j674 14.093 
1310 4.719 11490 
2320 2410 10306 
2325 1967 12606 
87805187815 


■ UNLEADED GASOLINE 

tt/UEX (42000 US gate : c/US gaisj 


Latest Days 
price Change High 

5115 +8.09 51.40 
54.80 +0.04 54.80 
55.05 -0 05 55.10 
55 10 - 55.10 

5580 +0 05 5500 
5415 -010 5430 


Open 

ton Vof «8t 

50. SO 18,807 35.897 
5410 7.B41 20,735 
54.40 3.790 13860 
5480 M57 10823 
54 70 393 9.012 

54.10 19 4.6® 

35206100179 


■ WHEAT UFFE (100 tonnes; E per tonne} 

Sett Day's Open 

price chnge High Low Vol M 
Mar 8115 -OIS 8150 8110 21 1830 

May 8185 -035 BIBO 8180 10 4820 

Jd 8480 -0.30 85.00 8490 25 657 

Sap 8075 -040 8050 8090 10 63 

Mm 8175 -0.40 8190 6190 15 1 568 

Total 81 8527 

M WHEAT CBT (SJCCbu nan: cansfiCBi taahri) 

Mar 33715 +315 338 50 33350 11811 46848 

May 347.75 +175 34850 34275 4291 20.407 

Jul 35515 +100 35680 35180 185? 24.891 

Sep 36100 +380 36175 359.50 1Z7 2297 

Dec 373 00 +300 37150 370.00 505 4,731 

JM 36780 4 32 

Total 18812 10022* 

■ MAIZE CBT (5.000 bu min. cants/56to bustaQ 

Mar 27280 +200 27250 269.75 31878126780 
Hay 28125 +275 28150 278.00 11,375 73564 

M 286.50 +150 286.75 28350 10557 76,143 

Sep 28580 +275 286.00 28200 687 10.681 

Dec 286.75 +3 50 287.50 233 00 6.080 50.435 

Mar 29225 +325 29150 28925 365 2820 

Total 62895 342,161 

■ BARLEY UFFE (100 tonnes £ per tonne) 

Mar 7550 -025 7550 7550 2 831 

May 77.75 -025 - 165 

Sap 7&00 -040 6 

Hot 80.00 -0.40 6115 80.15 10 318 

Jan 8100 -0.40 72 

Total 12 1292 

■ SOYABEANS C8T (5800*1 ten; canlslSOB taatwl) 

Mar 689.75 +175 69280 685.50 24.365 55.167 

May 69400 +4 00 69680 690.00 8169 34264 

Jd i*950 +480 701.50 695.50 3.997 31185 

Ang 699.00 +4 50 701.00 69650 153 5.386 

Sap 68550 +550 887.00 68100 « 695 

tlov 68280 +4.75 681.50 67750 1082 14.508 

Total 31044144888 

■ SOYABEAN OIL CBT (SO.OOOlbs: cantaTb) 

Mar 2646 +0.43 26.47 26.08 17,704 49,907 

May 2686 -038 2888 2625 6294 33.500 

Jd 2722 +023 2725 2188 6815 11295 

Aug 27.25 +0.35 2715 2685 388 4.399 

Sap 17.05 +8.45 27.10 26 80 106 2.110 

Oct 26.85 +015 2685 26.60 261 1.691 

Total 26258 117,113 

■ SOYABEAN MEAL CBT (100 lens; S/ton| 

Mar 1972 +1.1 198 7 195 6 6234 38.163 

Ray 1950 +03 1368 1936 4.022 34290 

Jd 1961 *04 1978 194.8 1.548 22551 

Aug 1972 +06 199.0 1962 282 7,690 

Sap 1978 -02 1B9 5 197 5 150 5213 

Oct 1973 -03 199.0 196 5 288 1.591 

Total 13822 111481 

M POTATOES UFFE CO tonnes: £ par tonne) 


COCOA LIFFE (10 tonnes; E/UXme) 


MEAT AND. .LIVESTOCK . . 

■ UVE CATTLE CME (40.000fas.- centariba) 


Mar 

TOO 

- 

- 

_ 

_ 

_ 

Apr 

71.0 

— 

73.0 

69.0 

58 

996 

May 

84.(1 

+1 0 

840 

84.0 

2 

130 

Jon 

9S.0 

+10 

- 

_ 

_ 

. 

Nm 

570 

- 

- 

_ 

_ 

3 

Total 





E 

1.171 

■ FREIGHT (BIFFEX) UFFE (SlQ/Index poire} 

M 

935 

_ 

920 

900 

n 

242 

Mar 

1025 

- 

1005 

1005 

14 

439 

Apr 

1095 

— 

1090 

1090 

5 

567 

jre 

985 

+10 

_ 

- 

_ 

172 

Od 

1140 

_ 

1140 

1140 

5 

91 

Total 

Ota 

Pnrr 



38 

1,516 

BH 

835 

938 






PULP AND PAPER 

■ PULPEX OMLX fUSS; 24 air dry tons) 

Salt Day** Qpwi 

price change Wgt Low Vd art 
Mar 48480 -4.00 49080 484 00 32 419 

Jun 517.00 +180 518.50 51150 35 41B 

Total SB 862 

FUTURES DATA 

AJ> futures data supplied by CMS. 


Tea from The Tea Brokers' Association 
Landed: There was less demand for 
landed tea. Bnght aid good medium east 
Africans wtre up to 20 pence easier, while 
plainer types were about film. Offahqra: 
Them was only fafr demand a lower levels. 
Landed price in tfeatipne (last week's fig- 
ures in brackets); best available. 27 Ip 
(335p): good. 2lOp (275pX good medium. 
lS3p (22Sp); medium, I68p (200 p). low 
medium, 140p (142p). The highest price 
realised this week was 27 Ip far e Burmal 
PF1. 

• The auction to now fortnightly. The next 
report wffl appear on February 24. 



Salt 

Dayta- 



Open 


Salt Day^ 

Opaa 


price dmge Jflgb 

tew 

VtK tat 


Price ebanga Mgb In* Vol 

tat 

■ar 

998 

-17 

1019 

996 1,881 48.836 

Fafi 

61500-0300 62.100 67.450 8,483 

14,781 

■ay 

1022 

-18 

1044 

1020 1,638 26^85 

Apr 

65.750 -0.025 66.400 E.40011.150 

40347 

JM 

1046 

-17 

1061 

1045 

400 14,311 

Jot 

67.450+0.175 67.950 07 250 2^82 

20372 

sw 

1087 

-17 

1087 

1066 

432 24/372 

*09 

66.600 +0^00 68.725 68.000 671 

8<81D 

Dec 

1093 

-15 

7111 

1092 

308 30.169 

Oct 

70075+0^25 70.100 69500 434 

4.184 

Mar 

1121 

-15 

1140 

1120 

382 26552 

Dec 

71 ICS +0325 71UK 70950 155 

973 

Total 





5JB31B9JQI 

Total 

23JB7 105234 

■ COCOA CSCE (10 tame* S/tomas) 

■ LEAN HOGS CME (40.0009*: cente/lte) 

Mw 

1504 

-48 

1548 

1501 2,889 14,575 

Ft* 

54025-0525 54700 54100 3^64 

7586 

■W 

1544 

-47 

1582 

1541 2^76 34,840 

Apr 

55.625 - 56.100 K.350 4530 

10735 

Jul 

1575 

-48 

1609 

1573 

236 6.572 

Jot 

63U75+0225 63.300 62J00 2U64 

T1J203 

S«P 

1600 

-49 

1638 

1596 

82 5.780 

Jul 

62.650+O22S 62^75 62A25 330 

3517 

Dec 

1633 

-46 

1660 

1630 

123 12^48 

Aag 

61.100+0373 61.150 60600 46 

1546 

Uar 

1662 

-48 

1675 

1662 

20 9,522 

Oct 

57575+0050 57.700 57^0 73 

1,635 

Total 





53TB 87.T18 

Total 

10969 

44938 

■ COCOA I1CCO) (SDR's/torme) 


■ PORK BELLIES CME (40.0008*; ceots/lba) 


Feb 6 Pries 

Daily 1211.41 

■ COFFEE LIFFE (5 tonnes; S/Ksine) 


Mar 

1740 

-22 

1756 

1735 2.388 20807 

■ay 

1710 

-30 

1721 

1707 

729 14.940 

Jul 

1694 

-18 

1704 

1688 

251 0829 

Sep 

1677 

-18 

1680 

1671 

St 1,577 

Itov 

1662 

-18 

- 

- 

- 105 

Jao 

Total 

1647 

-18 

— 

— 

14 

3^29 42/B2 


■ COFFEE ‘C CSCE (37, 5001 ba; oentwte) 

Hff 17135 -420 17780 17325 8,847 16.026 

May 16885 -165 171.00 16880 3019 8811 

tat 160.45 -135 18100 16080 999 1494 

Sap 151.00 -210 15100 150.75 466 1146 

Dec 14120 -110 144.50 143 76 281 1011 

Mar 13825 -1.55 14000 13880 38 471 

Tdd 11839 32208 

■ COFFg (ICO) (US cants/ pound) 

Feb 5 Prey, day 

Comp, daiy 13385 134.70 

>5 Uy average 13128 13106 

■ WHITE SUGAR UFFE (50 tomes; Srtome) 

Mar 285.2 +22 286.0 2810 1776 11237 

May 289.8 +1.8 291.0 2878 1284 15840 

Aug 2948 +2.5 2952 2902 212 7,298 

Oct 2917 +28 2910 2912 973 8.166 

Dec 296.7 +3.4 2948 294.1 B 681 

Mar 3007 -02 3012 3012 50 217 

Total 5854 81,785 

■ SUGAR 11' CSCE (1 llOOOfas; cartfa/tbs) 

Mar 10.78 +007 10 82 10.7421899 69275 

Stay 1089 +0.09 1062 108321.630 61266 

Jd 10.45 +011 1046 1027 5.171 31086 

Oct 1049 +011 10.49 10.41 3822 37805 

Mar 1059 +009 10.61 1051 1,463 14225 

May 10.58 +009 1089 1087 18 1837 

Total 642052218*1 


■ COTTON NYCE (50.000U»; cents/tbs) 

Mv 67.46 +189 6780 6680 5800 21796 
May 68.71 +1.M 68.74 67.93 1783 W38 

Jd 69.90 +097 69.95 6920 838 17231 

Oct 7186 +0.71 7100 71.40 40 1012 

Dee 7388 +069 7320 7160 999 17,796 

Her 74.15 +070 - - 45 B86 

Total 8249 88885 

■ ORANGE JUICE NVCE (tSJOOtoa; centa/lbaj 

Mar 9720 -IS 10080 97.00 1207 18.779 

Hay 10015 -130 10140 100.10 523 7.516 

Jd I03S -115 106.00 103.10 100 5880 

Sap 106.15 -3.15 - 38 3826 

Nov 107.80 -380 - 13 1220 

Jan 109.35 -380 - - 36' 1841 

Total las 31238 


VOLUME DATA 

Open interest and Volume data shown tor 
co na acto traded on COMEX. NYMSt CBT. 
NVCE. CME. CSCE and IPE Crude 09 era 
one day In arre ar s. Volume & Open Interest 
totals are lor as traded months. 


INDICES 


M Rectors (Base: IB/9/31 = 100) 

Fob 9 Fab 6 month ago year ago 
1734.5 1731.0 17212 1957.1 

■ CRB Futurae (B^e: 1967 * 100} 

Feb 6 Feb 5 month ago year ago 
234.66 23586 

■ GSCt Spot (Base: 1970 - 100} 

Feb 8 Feb 5 month ago year ago 

171.65 171.10 170.87 200.16 


LME BAHBteUSE 

Ahjmmkan 

STOCKS 

-0700 

(i — 1 

TO 

574900 

Akarankjm *oy 

+600 

IQ 

43280 

Copper 

- 1.100 

to 

371.975 

Lead 

- 15 D 

10 

108^50 

Mcicei 

+162 

» 

6 B /408 

Zine 

- 1^75 

to 

487200 

Tin 

-196 

to 

11285 


Fab 47200-0850 47.500 48200 1.431 1235 

Hr 46.425+0275 46.800 41100 2266 3270 

May 46.725+0275 46800 45.750 1.168 . 3,190 
Jd 45.825 +0.1 75 46800 41400 246 1 ,221 

Aag 44.025+0.475 44.450 44800 79 305 

Tdd 0291 9258 

LONDON TRADED OPTIONS 

Strike price S tonne — Cads— — Puts — 

■ ALUMINUM 

(99.7%) LME Mar Jun Mar Jun 

1400 107" 133 3' 17 

1500 32 68 26 50 

1600 4 29 97 109 

■ COPPER 

(Grade A) LME Mar Jun Mar Jun 

1600 88 131 10 33 

1700 28 74 48 74 

1800 5 37 125 135 

■ OOt++* Ui-t-fc .Mar May. .Mar May 

1650 96 116 6 56 

1700 54 88 14 78 

1750 24 66 34 . IDS 

■ COCOA UFFE Mar May Mar May 

975 28 65 5 18 

1000 13 49 15 27 

1025 6 36 33 38 

■ BRENT CRUDE 

IPE Mar Apr Mar Apr 

1500 32 - 5 52 

1550 8 - 35 75 

1800 - 50 

LONDON SPOT MARKETS 


■ CRUDE OH. FOB (per barrel) .- 

+OT-. 

Dubai 

Sl2.71-2.98x 

•02B 

Brent Blend (dated) 

SI 4.74-4.76 

-020 

Brant Blend (Mar) 

£1521-5.33 

-0.22 . 

W.T.L 

Si 6.70-6. 72x 

•0225 

■ OIL PRODUCTS NWE prompt deflwy CF (mod 

Premium Gasofine 

*171-172 

-OS 

GasOi 

S141-143 

—1 

Heavy Fuel CXI 

£56-61 . 


NapWha 

- $152-153 

-1 . 

J« fuai 

$154-155 

-3 

Diesel 

Si 47-1 48 

-OS 


■ NATURAL CAS (Pence/>hami| 

Bacton (Mad 9 . 70-920 -020 

Panobun Ai&js. rat London (D> 7 >> 3 SS B 7 S 2 

■ on« 


Gold (per boy az£ 
Silver (per troy «}* 
Hafirum (per trey oz.) 
PaBadium (per troy ozj 
Co pp er 

Laad {US pradj 
Tin (Kuata Lumpurt 
Tin (New York) 

Cattle (We weight) 
Sheep (five weight) . 
Pigs (*v* weigW/t 
Lon. day sugar (raw) 
Lon. day sugre (arte) 
Barley (Eng. feed] 

Matte (US No3 Yefcw) 
Wheat (US Dark Noth) 
Rubber (Mart* 

Rubber (Apr# 

Rubber (KLRSSNol) . 
Coconut Oil (PhB)§ 
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ACROSS DOWN 

1 Quiet and suburban, like .. 2 Very hot day for a pig to be 
Lincoln or Washington (12) . cooked (7) 

10 Tm a long time on line con- 3 Furtive and sly at the Ref- 
juring up mental pictures ormation (8) 

q -* a w ' 4 ’Shock’, reported The 

11 Baxt dug out has gone off TTmes (4) 

£P . .. ■ ' ■ 5 Work after hours on even- 

5S^i^2.T+ 75 A r evy( 5 " fog dress, not very shapely 
18 Special way to play notes (5,5) ^ 

in popular musical about 6 Reference in dictionary 

-a covering a group of Ian- 
15 Fr ank , forward Is. on side giiages (5) 

P®.- . , " .■ .7 Confederate general died 

1G Leaderless teams m Rome after fighting for these 
- .one day every month M) islands (7) 

MsMsirx 8 

- 9 KS l 5;Si ou . 

could become a peak, some of order (13) 

_ . ® , ■ , . 14 Sanctimonious hunch with- 

24 A stink ot for a listener m . out much luggage shows 
__ S®™* nothing gloomy (5) - power is there (&!) 

26 13 wth pother 17 Shuffled ouUuring test for 

tfle brandished by Neptune . 19 Ineffectual chap takes as 

oc^ »,L„ +_u - . . much as possilde from old 

26 Mine takes tea, say, with people initially, 

f4 ^ of - Chatiiam 21 See If ice does break up (7) 
i aw 23 Partygiver falcon one to the 

.... • •••.. lift (5) 

■ 25 Starts to see to the old ey* 
.... proMran(4). ' • 

Solution to Saturday's prUe puzzle on Saturday February 
^utioa to yesterday’s prize puzzle on Monday Febnmry 

j r rr * - *Z T : -r-. « ,'^TV’ ? 
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FINANCIAL TIMES 


TUESDAY FEBR CARY HI 1993 


LONDON STOCK EXCHANGE 


FTSE 250 and SmallCap eclipse the leaders 


Free AIKStam ***** 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

An early attempt to drive UK 
equities higher again succeeded 
yesterday, but for the leaders the 
gains were only briet For the 
second-liners and small caps it 
was a different story, with indi- 
ces representing both hitting 
intra-day and closing records. 

The FTSE 100 index pushed up 
strongly at the outset of trading, 
responding to Wall Street's excel- 
lent showing on Friday, when it 
posted a 72-point gain after the 
non-farm payroll report. 

And it also reacted to further 


good gains across Asian markets, 
which are increasingly looking 
like they have seen the worst of 
their recent turbulence. 

At its best of the day. not long 
after trading commenced, the 
FTSE 100 was up 20.5 at 5,560.2. 
But the early gains were quickly- 
eroded by pockets of profit-tak- 
ing. It sood became clear that no 
takeover stories were developing 
in the market place and that 
many investors were becoming 
uneasy at the pace of the mar- 
ket's advance in recent sessions. 

Indeed, there was bad news 
about the bid battle for Energy 
Group, with a report suggesting 
an offer for the company from 
Nomura, the Japanese invest- 


ment bank, would attract a refer- 
ence to the Monopolies and Merg- 
ers C ommiss ion. 

The index steadily drifted back, 
recording a session low of 5.590.3, 
down 39.4. in mid-afternoon 
before stabilising and closing 2&S 
easier at 5.600.9. Sentiment was 
unsettled by a rather indecisive 
performance by Wall Street 

London's second-liners, how- 
ever. were always being sought 
and the FTSE 250 index settled 
7 JS firmer at a record close of 
4.978.3. having reached an intra- 
day peak of 4,980.6. The SmallCap 
finished up 6.1 at a closing and 
intra-day high of 2,416.7. 

The day's economic news, pro- 
ducer price data for January. 


gave no cause for Inflationary 
concerns, coming in weaker than 
forecast. Retail price data is out 
this morning. 

In the latest survey of UK fund 
manag ers carried out for Merrill 
Lynch by Gallup during Febru- 
ary 2-4, buyers of UK equities 
outnumbered sellers by 14 per- 
centage points, the highest figure 

since mid -1995. 

The survey showed that FTSE 
100 stocks were more popular 
than ever, with a record 79 per 
cent of respondents preferring 
the leaders to FTSE 250 stocks 
and with 83 per cent saying they 
expected the Asian turmoil to 
have only a mar ginal impact on 
UK corporate earnings. 


ZB 00 


The poll also revealed that UK 
pension funds had reduced their 
ragh holdings from 7.6 per cent of 
assets to 5.8 per cent since the 
December survey, with those 
planning to reduce cash outnum- 
bering those planning to raise it, 
by 35 percentage points. 

Trevor Greetham, Merrill 
Lynch’s global strategist, said; 
“In an international context UK 
equities offer value, the threat of 
spiralling base rates is receding 
and earning s could Surprise OH 
the upside. 

“It is no wonder that fund man- 
agers and company directors are 
buying stock.” he said. 

Turnover in equities reached 
725m shares by the 6pm count. 
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Forecasts 
test for 
Steel 


By Joel Kibazo, Peter John 
and Steve Thompson 

Bargain hunters helped 
British Steel cope well with 
a weighty downgrade and 
the shares bounced 2 1 .; to 
I36p with volume reaching 
11m by the close of the ses- 
sion. 

Merrill Lynch was said to 
have carried out a sharp 
profits downgrade in British 
Steel at the end of last week. 
Dealers indicated that the 
broker had reduced its profit 
expectations for the year to 
March 1999 from £380m to 
£l2Qm, leaving it at the bot- 
tom of the market range. 

However, Merrill is 
believed to have advised cli- 
ents to continue accumulat- 
ing the stock. 

The shares have been the 
Subject of concerted selling 
over the last year by some of 
the company's biggest share- 
holders and they have fallen 
back from a 12-month peak 
of 190p. 

The list of investors that 
have reduced their holdings 
includes Mercury Asset Man- 
agement, the fund manage- 
ment group acquired by Mer- 
rill Lynch last year. Over the 
last 12 months. MAM has 
reduced its holding in Brit- 
ish Steel from around 20 per 
cent to its present level of 
about 12 per cent 

Steady nerves ahead of the 
full-year figures helped Shell 


Transport remain up on the 
day. 

The oil major reports on 
Thursday and is broadly 
forecast to have weathered 
the Asian storms and 
thought to be about to report 
profits of between £l.tbn and 
£1.4bn. 

However, much depends 
on the fate of the underlying 
oil price over which some of 
the sector hulls are begin- 
ning to look gored. 

NatWest has stuck to its 
long-term average price fore- 
cast of S20. But with Brent 
well below 816 a barrel at 
the moment, it has examined 
the prospects for the oil 
majors at various prices all 
the way down to $14 “to help 
fund managers evaluate the 
stocks according to their per- 
sonal view of oil prices”. 

Shell has in fact tracked 
the oil price very closely 
during the recent slide 
despite being far less 
exposed than BP. NatWest 
believes the stock now has 
the potential to outperform 
the market by 20 per cent. 

BP forecast 

BP reports today and Nat- 
West forecasts net income of 
£662m while Goldman Sachs 
and Robert Fleming Securi- 
ties Fleming prefer it to 
Shell. 

However, it is the UK 
major most exposed to 
underlying crude and on Fri- 
day chief executive John 
Browne warned that refining 
margins remained weak and 
might even worsen slightly 
because of Asia's economic 
crisis. Shell ended 2 higher 
at 424'/ a p while BP shed 5 to 
814p. 


Williams Holdings, the 
support services g roup , shot 
to the top of the FTSE 100 
honours board, on aggres- 
sive buying stimulated by a 
positive note on the stock 
issued by CSFB. 

The stockbroker reiterated 
its previously held buy 
stance on the shares, insist- 
ing that they do not fully 
reflect the potential benefits 
during the next two years of 
the integration of locks and 
security business Chubb, 
acquired last year. 

The stockbroker also high- 
lighted the shares’ substan- 
tial price earnings discount 
relative to the mar ket. 

By the close the Williams 
stock price had jumped 15M 
to 344\p, on turnover of 
2.1m. 

Bid speculation continued 
in the telecoms sector. The 
latest talk settled on Cable & 
Wireless after a weekend 
press report said the com- 


pany has reassembled the 
investment banking team 
which it used for its aborted 
merger attempt in 1996 with 
British Telecommunica- 
tions. 

Shares in C&W jumped 19 
to 632p on turnover of 7.1m. 
while BT finned 2 to 565p. 

The report said specula- 
tion that the two companies 
may be poised to re-examine 
a tie-up had emerged after 
C&W had appointed Gold- 
man Sachs and Barings to 
work on a major corporate 
deal. 

However, not all in the 
market believe such a big 
British merger is now on the 
cards. Some market watch- 
ers believe C&W might be 
marshalling its defences for 
a potential hostile takeover 
bid from a US telecoms 
group. 

One analyst dismissed the 
rumours saying. “I know 
consolidation in the sector is 
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THE DTTAWATREATY TO 
BAN LANDMINES. 

WILLYOUR GOVERNMENT SIGN? 



It ranks among the cruellest inventions 
of all rime. 

The landmine. A device that not only 
terrorises communities, but kills or maims 
over two thousand men, women and children 
every single month. 

But the pain and suffering of chese victims 
and their families has not gone unheeded. 

The International Committee of the Red 
Cross, along with many other organisations, 
has been working tirelessly to bring about 
an end to the carnage. These efforts are now 
beginning to bear fruit. 

At the United Nations General .Assembly 
last year 155 countries gave dieir support 
to a total ban on anti-personnel mines. 

In Oslo an international treat}' was 
drawn up calling for a complete ban 
on these weapons. 

And this December the Canadian 
Government is inviting all the countries of 
the world to Ottawa to sign this treaty 
banning the production, use, export and 
Stockpiling of anti-personnel mines. 

Millions of landmines have been laid. .All 
we ask is for 192 pens to be picked up. 



INTERNATIONAL COMMITTEE OF THE RED CROSS (ICRCJ 

LANDMINES MUCTHE STOPPED 


on the cards but I think 
these rumours are the result 
of investment bankers trying 
to generate some fees.” 

Sentiment in Cable & Wire- 
less was boosted by a firm 
Hong Kong market and news 
that China Telecom Hong 
Kong is buying China Ever- 
brigbt Holdings' stake in 
Hongkong Telecom. C&W 
holds a 54 per cent stake in 
Hongkong Telecom. 

National Grid fell 12 to 


Its shares finished the first 
trading session in their new 
guise a net 4% easier at566p. 

Enrosov Energy, the Rus- 
sian-oriented oil developer, 
began trading yesterday. 
The oil company's stock was 
placed at loop and aided the 
day at 102p. The issue price 
had been expected to be 
115p-130p. 

Among food retail ers Asda 
Group was the worst per- 
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Ion Read putting pressure on 
the share price as it reiter- 
ated its “sen" stance on the 
company. The broker 
adjusted its target to 265p to 
take into account a share 


graded its rating on the 
stock to "sell'’ from "hold". 

Analyst Paul Smiddy said 
the stock had performed 
strongly for the past six 
weeks and be thought the 
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into effect yesterday. 

HSBC climbs 

HSBC climbed 13 to £16.79 
on the back of firmer Asian 
markets but Standard Char- 
tered. which is more exposed 
to the basic economic prob- 
lems of the region, lost ear- 
lier g ains and closed 8 lower 
at 692p. 

Also HSBC Securities rec- 
ommended its parent and 
Bank of Scotland, which 
added 5‘* at 675p. 

Acquisition speculation 
sent Pearson slipping 5 to 
820p following a strong run. 
A report in the weekend 
press said the media con- 
glomerate. w r hich owns the 
Financial Times, was a 
strong candidate to buy part 
of the US publisher Simon & 
Schuster. 

A recommendation from 
SBC Warburg Dillon Read 
helped London International 
Group improve V/, to 155V4p. 
The broker moved from 
“hold" to “add", citing 
reduced manufacturing costs 
at its Asian operations. 

The old title of Northern 
Ireland Electricity was offi- 
cially consigned to the his- 
tory books yesterday, as the 
utility company emerged 
branded with a new name. 
Viridien. 


shares fell 10V« or 5 per cent 
to 194p. 
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The sky’s the limit for 
airline travellers, 
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FINANCIAL 


Challenge to monetary union is academic 


WORLD OVERVIEW 


Italian equities 


A combination of German 
academics and economists 
failed to do much to dent the 
savoir Scare of world stock 
markets yesterday, writes 
Philip Coggan. 

The academics are mount- 
ing a challenge to the single 
currency in the German con- 
stitutional courts; the econo- 
mists have written to news- 
papers arguing that 
monetary union should be 
postponed. The moves did 
prompt the D-Mark to gain 
some ground against the dol- 
lar - normally an adverse 
development for European 
stock markets - but inves- 
tors still seemed confident 
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that the politicians would 
keep economic and mone- 
tary uni on on track. 

The strength of the recent 
rally in world markets was 
highlighted when the FT 
S&P World index chalked up 


an all-time high in dollar 
terms at the end of last 
week. That was in spite of 
the recent substantial falls 
in many Asian bourses. 

Asian markets were calm 
yesterday with Hong Kong 


staging another decent rally 
as interbank rates in the for- 
mer British colony eased 
below 9 per cent Rates rise 
whenever a speculative 
attack on the Hong Kong 
dollar Is expected. 

In Europe, the proposed 
merger between Istituto San 
Paolo dl Torino and Imi 
prompted early share price 
rises in the Italian banking 
sector as investors looked 
forward to a wave of consoli- 
dation. The Italian market 
recorded another intra-day 
all-time hi g h , before failing 
back in late trading. 

The Milan market has dis- 
played phenomenal strength 
in 1997 and early 1998, but 
as the graph shows, ft has 


only recently regained the 
heights achieved before the 
crash of 1987. 

The latest Merrill Lynch/ 
Gallup poll of continental 
European fund managers 
illustrated how institutional 
investors have been pushing 
equities higher in 1988. 
When polled between Janu- 
ary 30 and February 4. those 
managers who were looking 
to reduce their cash holdings 
outnumbered by 23 percent- 
age points those attempting 
to become more liquid. 

On equity markets, there 
was a positive balance in 
favour of all regions, includ- 
ing the Pacific basin, 
although the margin was 
only one percentage point in 


the case of the US. A balance 
of 17 percentage points was 
in favour of increasing expo- 
sure to both continental 
Europe and Japan. And 71 
per cent of managers polled 
were also bullish about 
Europe on a three-month 
horizon. 

Another relative optimist 
about Europe is Robin Grif- 
fiths, chief technical analyst 
of HSBC Janies Cape], . who 
said: “Europe is in prime 
uptrend relative to the world 
and should be overweight." 

However, he added that 
the world is now in a bear 
phase within the cycle. “This 
started in August and histor- 
ically risks lasting an aver- 
age of 14 months.” 


Dow slips as 
climb triggers 
profit-taking 


Milan fails to hold early gains 


AMERICAS 


US equities turned down as 
last week's solid gains 
sparked modest profit-tak- 
ing. writes John Labate in 
New York. 

By early afternoon the 
Dow Jones Industrial Aver- 
age bad lost 14.45 at 8,175.04. 
The broader Standard & 
Poor’s 500 Index was down 
3.45 to 1,009.01. 

The Treasury market was 
little help with the midday 
30-year bond losing & to 
102& and lifting the yield to 
5533 per cent 

General Motors had a 
strong morning on news that 
Its hoard had approved a 
S4bn stock buyback. GM’s 
shares rose $2V* to $62%. But 
Philip Morris led the list of 
Dow stocks trading lower, 
losing $% to 

Merger news was domi- 
nated by CVS, the drug 
retail chain, which 
announced plans to acquire 
Arbor Drugs for $l.48bn. 
CVS’s shares fell Sft to S69Vi 
while Arbor's were 
unchanged at S22H- 

Among financial shares 
Regions Financial said that 
it would acquire First Com- 
mercial for S2.7bn. Both 
banks traded lower on the 
news, with Regions Finan- 
cial falling $l’/i to 539% and 
First Commercial down 81% 
to S65. 

The technology sector was 
mixed as the Nasdaq com- 
posite index fell 4.68 to 
1,689.67. Software’s Oracle 
rose $% to $27% after an 


upgrading by Morgan Stan- 
ley. Compaq Computer’s 
shares rose S% to S35ft as it 
announced a new pricing 

progr amm e. 

"The problem with the 
Dow is that it's had some 
difficult performers," said A. 
Marshall Acuff, chief equity 
strateglst at Salomon Smith 
Barney. Kodak and the oil 
stocks have been weak per- 
formers in recent months. 
"The S&P favours more 
growth stocks," he said, 
referring to one of the rea- 
sons for the S&P 500's out- 
performance of the Dow in 
recent months. 

TORONTO clung on to the 
upside with a solid morning 
performance from the heavy- 
weight banks and gold sec- 
tors helping the market to 
build modestly on the gains 
shown at the end of last 
week. The 300 composite 
index was up 0.37 at 6.847.50 
at noon. 

Banks gained ground. 
Royal Bank of Canada added 
15 cents at C$79.40 and 
Toronto-Dominion Bank 40 
cents at C856.55. Bank of 
Montreal put on 25 cents to 
C$6950. Among golds. Bar- 
rack gained 30 cents to 
C$28.65. Crystallex Interna- 
tional was suspended at 
C$11.60, a gain of CS2.25 or 
24 per cent. 

Weak features Included 
Seagram, which fell 70 cents 
to C$52.70, and Gulf Canada, 
down 75 cents to C$7.45. 
Canadian National Rail ran 
into heavy profit-taking, slip- 
ping C$2.60 to C$77.80. 


Mexico City starts down 


MEXICO CITY drifted lower 
In morning trade as confi- 
dence drained away after a 
weak start on Wall Street 
The IPC index was 32.17 
lower at 4,719.36. 

WUh Telmex expected to 
post earnings later In the 
day, its shares were 30 centa- 
vos lower at 21.85 pesos. 

SANTIAGO slipped back 
at the start as Investors con- 


tinued to fret about the 
future direction of interest 
rates. The SASE index lost 
0.69 to 88-72. 

SAO PAULO gained nearly 
2 per cent in morning trade, 
led by Telebrfis, which 
firmed RS2.60 to R8130.60 as 
analysts continued to focus 
on the value in its subsid- 
iaries. The Bovespa index 
rose 172 to 10,183. 


A surge for bank shares 
lifted MILAN at the opening 
bell with investors respond- 
ing enthusiastically to Fri- 
day's late announcement 
that San Paolo di Torino was 
to pursue a merger with 
Rome-based merchant bank, 
IMI. 

Interest in the sector later 
waned, however. leaving the 
market vulnerable as profit 
takers moved In. The Mibtel 
Index ended 34 lower at 
19,521, breaking a three-ses- 
sion run of all-time closing 
highs. 

After rising strongly in 
early trade, profit taking left 
San Paolo L648 lower at 
L20.950 and IMI down L941 
at L25.900. Other banks were 
also affected, with Banca dl 
Roma shedding early gains 
to end only L2 better at 
L2.385, while Banca Intesa 
was L125 lower at LA, 375. 

Mediobanca bucked the 
trend, gaining L1.218 to 
L18.190 on hopes of an immi- 
nent merger with BCI, up 
L227 to L8.020. 

Elsewhere, Insurance 
stocks were mixed, with 
Generali the main feature, 
dropping L2.869 to L5I.170 as 
the group launched its capi- 
tal increase, 

FRANKFURT backpedal- 
led late In the day, pulling 
the Xetra Dax Index down 
from an Intraday record high 
of 4.591.93 to close 17.35 
weaker at 4,519.56. 

There were winners, how- 
ever, among the day’s corpo- 
rate reporters. Metallgesell- 
schaft rose 82 pfg to DM36.90 
on a 60 per cent rise in first- 
Quarter ore -tax profits . 

But Schering lost DM3.70 
to DM204.20, off a high of 
DM211 on its report of a 23 
per cent rise in 1997 profits. 

Krupp-Hoesch and Thys- 
sen profited from Friday's 
press conference, when they 
announced that the merged 
group expected medium- 
term sales of about DMlOQm. 
Krupp rose DM1.20 to 
DM342.70 and Thyssen was 
up DM4.80 to DM389.45. 


SAP gained DM26.50 to 
DM730 as investors looked 
ahonrf to a yo linger genera- 
tion of managers who were 
likely to increase share- 
holder value. 

ZURICH pulled back from 
Friday's peak as heavy 
losses In Novartis and CS 
Group outweighed advances 
elsewhere. Novartis tumbled 
SFr90 to SFr2,510 as Gold- 
man Sachs took the group 
off its global and European 
recommended lists, and 
rated the stock a market per- 
former. Roche was a benefi- 
ciary of switching and its 
certificates put on SFT310 to 
SFrl7.100. 

The SMI index fell 26.7 to 
6£2&4. 

PARIS lost ground in late 
trading, closing slightly 
above Its low point for the 
session in dull volume. The 
CAC 40 index, which had 
moved up to 3,239.36 at one 
stage, ended a bare 4.28 
higher at 3,220.94, a fresh 
record. 

Sanofl continued to benefit 
from speculation about 
drugs sector consolidation, 
adding FFrll.OO at FFr682. 
Motor components leader 
Valeo improved FFr4.60 to 
FFr452.8 ahead or Thurs- 
day’s presentation to ana- 
lysts. 

Canal Plus had a mixed 
session, ending FFr5.00 
lower at FFr1,196 after Gold- 
man Sachs upgraded its tar- 
get price on the shares to 
FFr1,350. 

AMSTERDAM gained 
ground, but the main action 
was outside the leaders fol- 
lowing the news of the 
friendly bid for KBB from 
Vendex. 

Shares in both retail 
groups, which in combina- 
tion will control more than 
10 per cent of the Dutch 
retail market, surged with 
Vendex adding FI 9.70 to 
FI 123.20 and KBB FI 13.80 to 
FI 141.80. 

Among bigger caps, Uni- 
lever added 70 cents to 
FI 124.60 ahead of today’s 
annual results. The AEX 
index ended up 1.98 at 973.97. 
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Banks take Jo’burg up 


Strong gains for financials 
sent Johannesburg higher. 
The all share Index ended 
0.6 per cent better at 6,664.6. 

The financials index put 
on 1.4 per cent as talk of 
Interest rate cots and merg- 


ers among banks sparked 
heavy buying. First National 
Bank jumped 4 per cent to 
R49.50. 

Implats surged R4.40 to 
R51.90 on better-than-expec- 
ted six-month results. 
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China confidence boosts HK 


ASIA PACIFIC 


Chinese equities 


Softer local interbank rates 
and renewed confidence in 
China’s economic outlook 
sent HONG KONG rocketing 
3.7 per cent higher. The 
Hang Seng index Jumped 
387.29 to 10.873.15 In hefty 
volume of HKSMbn. 

Bargain-hunting In the 
property sector lifted the 
sub-index by more than 7 per 
cent. 

China plays were also 
marked sharply higher, 
reflecting Increases in the 
mainland Chinese markets 
os they returned from their 
lunar new year holidays. 

The China-Affiliated Cor- 
porations index surged 13.5 
per cent and the H share 

index was 9.4 per cent 
higher, Hard currency B 
shares jumped 9.9 per cent in 
SHANGHAI and by the 10 
per cent limit In SHEN- 
ZHEN. 

TOKYO improved for the 
third day running, but 
mostly traded quietly ahead 
of tomorrow’s national holi- 
day, writes Mickiyo Naka- 
moto in Tokyo. 

The Nikkei 223 average 
added 164.94 at 17.2Q5.QQ after 
trading within a range of 
17,223.78 to 17,053.05. Volume 
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was dull at 550m shares. The 
Toplx index of all first-sec- 
tion shares gained 17.37 to 
1,295.48. 

Hints from politicians 
about economic stimulus 
measures helped bolster sen- 
timent Speculation centred 
on an announcement to coin- 
cide with the Group of Seven 
meeting beginning on Febru- 
ary 21. 

Banks attracted buyers in 
spite of a widening bribery 
scandal, and the sector 
accounted for seven of the 
top 10 most active stocks. 
Investor interest was fuelled 
by passage of a bill over the 
weekend to stabilise the 


financial system. Sokura 
Bank gained Y41 to Y551 and 
Long-Term Credit Bank Y31 
to Y342. 

Fuji Bank, which is sup- 
porting a restructuring of 
Yasuda Trust Bank, 
Increased Y79 to Y910, while 
Yasuda Trust rose Y21 to 
Y285 in active trading. 

In Osaka, high-tech stocks 
suffered profit-taking but a 
positive mood supported by 
overseas rises contributed to 
a slight rise in the OSE 
Average. The index gained 
99.67 to 17,170.35. 

SYDNEY closed higher 
with resources running 
ahead of Industrials. The All 
Ordinaries index added 29.2 
or 1.1 per cant at 2,685.3. 

Among resource shares, 
BHP gained 25 cents to 
AS 15.32 and Rio Tlnto 14 
cents to AS19.70. Banks, in 
contrast, ran into profit-tak- 
ing. Commonwealth Bonk 
ended off 10 cents at A&7.70 
ahead of tomorrow's Interim 
results. News Corp contin- 
ued Its strong run, adding 30 
cents to A$9.55. 

SEOUL {mined more than 2 
per cent on strong foreign 
buying of blue chips and 
hopes that government mea- 
sures announced over the 
weekend would help stabi- 


lise interest rates. The com- 
posite index closed 11.54 
higher at 554.24, 

According to official fig- 
ures, foreign buying was a 
heavy WonlSObn and inter 
est was focused on heavy- 
weight market leaders. 
Korea Electric Power gained 
Won300 to WOQ22.000, while 
Samsung gained Won3£00 to 
Won87500. 

Confidence was strength- 
ened over the weekend by 
news that the government is 
opening Korea's money mar- 
kets to foreigners to allevi- 
ate the current corporate 
credit shortage. 

BANGKOK experienced a 
bout of the Jitters as Inves- 
tors fretted about a string of 
corporate results due next 
week that are expected to be 
extremely poor. The SET 
index closed 5.48 lower at 
530.50, hit by an absence of 
trade as most investors 
9tayed on the sidelines. 

JAKARTA loat 1.2 per 
cent, partially on profit- 
taking and on concern over 
the country’s political and 
economic outlook. Analysts 
said panic buying for fear of 
food shortages and riots had 
unnerved investors. The 
composite Index finished 6.16 
lower at 529J25. 
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MADRID foil back after its 
recent record-breaking run. 
and the general index closed 
10.05 lower at 703.3& Shares 
were lower across the board, 
with recent strong perform- 
ers suffering a sharp bout of 
profit-taking. Argentaria. 
which is marketing its priva- 
tisation offering, lost Pta400 
to PtalO^OO. Telefonica fell 
Pta55 to Pta4,965. 

Bucking the trend was 
construction film Dragados, 
which gained Pta20 to 
Pta%835 on the back of Fri- 
day’s news that it had wan a 
Ptal trillion Infrastructure 
project In Morocco. 

ISTANBUL was sharply 
lower again, on growing fears 
of military action if the 
stand-off between the US 
and Iraq is not resolved 
quickly. Hie IMKB National 
100 index, which fell 15.8 per 


cent last week, lost another 
139.06 or 4.7 per cent to 
2^47-51- 

Daily volume fell to 
TL25»200bn from Friday’s 
TL42£00bEL 

ATHENS was lifted by 
increased foreign buying in 
blue-chip h anks and con- 
struction in response to the 
positive outlook for the 
macroeconomy and the gov- 
ernment’s commitment to 
fi nin') reforms. 

The ganeral index jumped 
3.1 per cent or 45.19 to 
L509.81. off an intra-day high 
at L518 points. 

Banks led with a 5.1 per 
cent rise. Hie construction 
sector added 4.8 per cent 

WARSAW surged A2 per 
cent to attain a sixth-consec- 
utive 1998 high, extending its 
rise during nina sessions to 
19.9 per cent In spite of the 
likelihood of profit-taking 
later week, many ana- 
lysts believe that more gains 
are in store as the bourse 
rallies aft er three months of 
weakness. 

The Wig index rose 671.4 
to 16.6Q2J3 in turnover that 
picked up to 340£m zlotys. 

Analysts said the rise was 
being supported by large 
scale foreign capital Inflows 
into the zloty, and hopes for 
an Interest rate cut during 
the summer. 
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EMERGING MARKET" FOCUS 



hits Tel Aviv 


Traders on Tel Aviv’s stock 
exchange are bracing them- 
selves for an uncomfortable 
tide in coming sessions. 

The market has made a 
dull start to the year, and 
Sunday’s turnover fell to 
just ShJs70m ($15-5m), the 
lowest level . for seven 
winntfig; compared with last 
week’s average of ShklCTm. 

Some traders attribute 
the downbeat performance 
to the Asian crisis. After 
weathering the- first few 
weeks of that turmoil, ana- 
lysts say investors are 
becoming more circum- 
spect even in Tel Aviv, 
where ratings are well 
below the average for 
emerging markets^ - - • 
Others blame the Iraqi 
crisis. Although Israeli offi- 
cials say it is unlikely Sad- 
dam Hussein will mount a 
strike against Israel, trad- 
ers believe investors may 
well hold off until the situa- 
tion becomes clearer. 

These two crises aside, 
there are domestic reasons 
why TASE is underper- 
forming and why prices are 
volatile. 

The first Is a lack of 
liquidity. Although it has 
significantly increased over 
the past year, due to the 
privatisation of the banks 
and . the issuing of several 
IPOs, investors stffi prefer 
to put their money into 
T-bills, bonds and savings 
accounts. High interest 
rates - 1 13 per cent - offer 
a better return. 

The depressed market 
has also had an impact on 
tiie availability of free float 
shares, on average around 
80 per cent of a company's 
eqaity. 

Eli Nachum, head of trad- 
ing at Zannax Securities,' 
believes many large compa- 
nies are reluctant . to 
increase the amount of free 
float shares, partly because 
current prices are too low. - 

If Interest rates continue 
to go down, he argued, the 
incentive to increase the 
number of free float shares 
might increase. 

The other problem is that 
the Tel Aviv market is still 
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largely dominated by the 
banks and large holding 
companies that together 
control the Israeli econ 
omy. Since these holding 
companies and banks have 
developed a complex sys- 
tem of cross-holdings, the 
result is that there have 
been too few genuine play- 
ers in the market. 

Privatisation - and the 
inclusion of pension funds 
which are not Invested in 
-the share dr bond markets 
- could change this. But 
according to Judith Klein- 
man from UBS — the only 
foreign banking house with 
a seat on TASE - the new 
trading system recently 
introduced at. the exchange 
will play a significant role 
in improving its perfor- 
mance,. 

TACT, or Tel Aviv Con- 
tinuous Trading, is an elec- 
tronic system which should 
enhance the transparency 
of trading and liquidity as 
more foreign investors 
move into the market. 

“ft will be a big advan- 
tage. It wifi be an order- 
driven anonymous system 
which means fair pricing 
for foreign investors, H said 
Mis KMnmn. 

Since TASE used an open 
outcry system, prices often 
went up when foreigners 
placed an order. “TACT 
and the prospect of lower 
interest rates could give 
TASE the fillip it heeds." 
said Mr Nach um. 
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Nothing appeals to a woman like 
the scent of freshly cut diamonds 
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